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INCREASE IN CURRENCY ISSUE BY TIIE BANK ME1.LI 

From Sir c Steel to Foreign Office 

(No, 2130, Saving, Confidential) Vfofttfngtan. 

Octegraphic) January i, 195$ > 

My immediately preceding telegram: Persia: Finance 

The United Stales Embassy. Teheran, had hoped to be able to secure a confidential stale- 
mem on ihe increase in currency issue prepared by the Bank Melli. but instead the United 
Stales Treasury representatives Ghiardl and Nordcrt were informed verbally, that the increase 
in currency issue since August 22 amounted to 1 ,.50D million rials, of which >00 million bad: 
been added to (he note reserve, at present between 1.200 and 1300 rials, flic JJX'ii million 
rials increase in currency mentioned in my telegram Mo. 2128 Saving is therefore assumed i 1 
refer to an increase in currency actually in circulation. 

2. The same source also staled that the Government debt tq the Banking Department 
was reduced bv 1,000 million rials at the ume the Bank Mdli reserves were capitalised m 
early October and this amount added to the Government debt* to the Issue Department 
Subsequently, the Government's revolving credit with the Bank Melli was raised from 1.000 
million in 2.500 million rials The iota! of the Government deb; is nos yet available but some 
people believe it is probably close lo 5.000 million rials, which is the legal limit The Bank 
Melli is advancing 200 million rials monthly, mostly for the budget, which is charged to 
this account. Another 150 million rials is being advanced monthly to die National Iranian 
Oil Company, probably 50 to 100 million rials to Plan Organisation* and additional amounts 
for the Tehcrati Water Supply and other public needs, but these advances are for the 
Government guarantee account. 

3. The source believes that knowledge of ihe increase in ihe issue is now fairly wide 
spread and only political uncertainty and the possibility off an oil settlement and or a large 
United States loan could dampen its inflationary effects. The source stated that the price 
rise has now s Lined and is greater than Ba nk Melli indices indicate. The Tudch newspapers, 
for instance, arc already criticising the Government for the rising cost of living. Because of 
the political situation, large amounts of currency are being hoarded. When the hoarders 
decide to convert this to goods* marked inflationary symptoms are sure to arise - 

4. The United States Embassy add that these figures on Government borrowing are in 
line wiih ihcir own estimates* The substantia! note reserve should enable the Government 
to continue borrowing at the present rate beyond the 20 per cent, at present authorised under 
the full powers, However* now that ihe Government has cast off the monetary moorings, the 
Hank Melli is finding it harder to resist pressure from Plan Organisation* business firms, and 
the Treasury, and some believe lhal this portends an accelerated spiral unless counter- 
inflationary measures are taken, such as a substantial increase in taxation and mobilisation 
Of the gold reserve for exchange vales in the open market 


EP 1531/ IS No. 2 

telegram from united states ambassador, Tehran* to 

UNITED STATES STATE DEPARTMENT* GIVING DR,VI l FOR 
A PROPOSED PERSIAN COMMUNIQUE (REFERRED TO IN 
WASHINGTON TELEGRAM No* 9 OF JANUARY 5) 

{ConimtitticQied by United Si files Embassy: January 6, /95Ji 

Confidential) 

During my Iasi two conversations with Musaddiq he has told mq he might be compelled 
On short notice to make report to Majlis of our various conversations. He says he would 
like to make report of character which acceptable lo me and has asked me if l could not give 
him what I consider to be fair brier summary of each conversation. He stressed he wished 
lhc.se summaries lo be drawn up in such wav as to be helpful. I shall do my besi to postpone 
giving him any summaries until we have proceeded further. Nevertheless if he presses me I 
should like lo be able to hand him summaries of some kind or at least to be able to read them 
fo him so he will know that they arc available If I should give them lo him I would insist 
-or doing so only on understanding that he would not regard me as author but consider them 

43043 


it 























as his own summaries. I have therefore tentatively prepared summaries of each our conver¬ 
sations. I am submitting herewith for Departments examination summaries of past three 
conversations prepared by me. I am anxious they should not contain anything winds in 
opinion of Department would he unduly embarrassing- Department's comments wo aid be 
appreciated.. 

L Mr. Henderson called on Dr. Mu&tddiq on December 25 in order to inform latter 
r egar din g some of imprcssioni. which he had obtained in United States and to discuss various 
aspects of oil problem in light of what lie had learned while in Washington. The Ambassador 
told the Prime Minister that the Government of the United Stales was extremely anxious that 
sonic solution of oil problem should be found in view its friendship for both Iran and the 
United Kingdom ; of its desire that a dispute of this kind between two of us friends should 
not continue; and of its belief that dispute should be sauted in manner fair to both parlies 
so that Iran would again begin to receive oil revenues and Iranian oil would again begin to 
How into world markets, 

2. The Ambassador said that liaghvM officials of United Slates Government were 
devoting much time and thought to ways in which oil problem might be resolved. While he 
was in Washington possibility was discussed of problem being solved on a basis somewhat 
as follows: 'As Settlement of issue of compensation preferably on bus A of arbitration before 
international tribunal such us 1.CJ. <□> Obtaining by Iran of assurance thus Iranian oil 
begin again to flow into world markets in substantial quantities til rough conclusion with some 
establishment international oil marketing organisation of a contract providing for purchase 
of Iranian oil in really substantial quantities annually over a lived period of years and tO 
Advance to Government of Iran immediately upon signing of an arbitration compensation 
agreement* of sufficient funds to enable it to meet its budgetary and other needs until such 
time as substantial revenues from oil would again begin to accrue. The Ambassador added 
that of course it was idea of official of Department that a set dement of this kind should be 
effected in such way ihat Iran would remain in control of its own oil industry. 

3. Recording matter of sale Iranian oil the Ambassador slid that it was general view 
in Washington that only ini err at tonal commercial organisation which would possess traits- 
port and marketing facilities for handling really substantial quantities Iranian oil for some Lime 
to come was A LO.C- and it was thought therefore that it would be advantageous to Iran 
following conclusion of an arbitration compensation agreement for [ran to enter itno nego¬ 
tiations with that, company for purpose of assuring itself a substantial export of oil for period 
of years. There was of course no idea shat AJ.O.C. would be civeil monopoly of purchase of 
Iran oil. 

4 With respect to point tO ihe Ambassador said that United Suites Government was 
exploring possibility of entering cittier directly or indirectly into an arrangement for purchase 
of considerable quantity of o ; [ from Iran immediately upon conclusion of arbitration com¬ 
pensation agreement, idea was that this purchase would be for not less than SI 00 mil I ion 
worth of oil and that payment for it would h: advanced in such way thm Iran would have 
sufficient funds to meet its current needs pending resumption revenues from sale its oil abroad. 

5. The Ambassador said that he had been instructed by hts Government to discuss 
matter frankly with the Prime Minister to ascertain from him whether in his opinion such 
settlement along these lines would be satisfactory to Iran. ! he Ambassador understood that 
his Government was also discussing this; matter with the Government of the United Kingdom. 

6. The Prime Minister pointed out that he had already expressed willingness* subject of 
course to subsequent approval Majlis, to cuter into agreement for settling problem of com¬ 
pensation by arh 1 ret ion between Government of Iran and former company, He had already 
stated his willingness that LCJ, should act as arbitrator Rc terms iix referetteb for such 
arbitration Prime Minister said that Iran < iavemment was willing settle question compensation 
with former company by arbitration on basis any English law acceptable to former A TOC. 
which nationalised any industry. 

7. li would be understood of course that arbitral iiibunal would also examine all 
Iranian chiims and coun tcr-eLaii ms. 

8. In respoavc to Ambassador's enqtisrj Prime Minister said that he was aurecuhlc lo 
Ambassador's conveying to his Government willingness of Prime Minister to submit question of 
arbitration to LCJ on this basis, Prune Minister then enquired if he was correct in his under¬ 
standing that American Government whs considering possibility of entering into purchasing 
contract cither directly or indirectly of Iranian oil which would provide Iran with funds to 
meet ns current needs immediately upon signing of an arbitration compensation agreement 
without nwaiting conclusion of arrangements for Iran to sell its oil over ierm of years. 
Ambassador replied in affirmative. It wax understood between Prime Minister and Ambas¬ 
sador that after Ambassador had consulted his Government re progress which had been made 
there would be further discussions between them. 

9. On December 11 Dr. Musaddiq and Ambassador nut in discussed various phases if 
settlement nf oil prchfem. Ambassador said Ihrd he had received telegram from Washington 
stating that there was some difficulty involved in subnotion to IT I, of a dispute between 
Iranian Government and A.l.O.CL This difficulty arose from face that Article 34 of charter 
of i.< J. provided that only Stales may he parties in eases before Court Prime Minister 
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replied chat his idea was somewhat us follows: “ Either ull judges of the IX.J who are 
members of Court at lime signature arbitration compensation agreement should be appointed 
as arbitrators or only the two judges who were members of Court when Anglo-Iranian ease 
was heard, nacnclv Mr. McNair and Dr. Sanjabl, should fee appointed by both p.iriles as 
arbitrators. These two arbitrators would appoint joint arbitrator. 

10- In case Mr. McNair should be president of LC.J. and he should preside over arbitral 
tribunal« Iranian Government would have no objection and it would even he prepared to 
give up idea of sending its special judge who had been appointed at time Anglo-1 ra man case 
was before LCJ If any member LCJ, who would be member at lime signature of 
compensation arbitration agreement, should leave court it would still be lie who would act as 
arbitrator, not his successor 

11. Compensation arbitration agreement may be signed by Uritish Government as 
representative company. 

12. Following conclusion arbitration compensation agreement American Government 
or some American firm shall advance at least S100 million and shall purchase oil afterward 
until such time as its account settled. I hesc conversations shall nuL be valid until they have 
been approved by Majlis.. 

13. The Ambassador stated that he would immediately inform his Government of Dr. 
Musaddiq\ views in this regard- The Prime Minister ami the Ambassador then discussed 
manner in, which following conclusion of an arbiiration compensation agreement Iran might 
make sure that Iranian oil would again begin to (low into foreign markets and continue to 
flow in substantial quantities for a fixed period. The Prime Minister said that he was not 
willing to cuter into negotiations directly with former company immediately after conclusion 
of arbitral ion compensation agreement for sale (o that company for iemt of years of substantial 
quantities Iranian oil. The Prime Minister and Eh t Ambassador decided to discuss that 
problem in subsequent conversation. 

M. A further conversation took place between Dr. Musuddiq and Mr, Henderson on 
January 2, 1953. A portion of this convert ion was devoted to problem of how Iran might 
be assured of resumption of substantial revenues from sale abroad of oil following conclusion 
of an arbitration compensation agreement. The Prime Minister slated that he was willing, 
subject of course to approval M-jlis. to sign agreement for sale of definite quantity crude and 
refined oil over definite period years with an international organisation which former A.LOT 
muv or may not be participant or with United States company or agency. During 
conversation Prime Minister made it clear chat lie would be wilting lo undertake in such an 
agreement to sell substantial amount oil to such an international organisation but that he 
would not be willing give such an organisation monopoly on foreign purchasing Iranian. 

15. There was also further discussion re Iranian oil nationalisation law and method 
by which any compensation which Iran might be found to owe should be paid olf. 1 he Prime 
Minister's position, in this regard was as follows: 

" After signing arbitration agreement 25 per cent, of prix^ccds of all sales abroad of crude 
oil and products should be deposited in bank acceptable to both parties. Amount so deposited 
would be used so far us might be necessary to pa\ any compensation which might be found 
due former company. If there should be any balance left after payment compensation that 
balance would be turned over to Iranian Government. After decision arbitration board has 
been handed down and if Iran should still be found to be owing to former company. 25 per 
cent, of proceeds of rales abroad would be payable to former company until such lime as 
full amount of compensation had been paid. " 

16. The Prime Minister said he hoped however regardless of his views with respect to 
method of payments of compensation that arrangement* could be effected w hereby Iran could 
he placed in possession of at least S100 million accruing from purchase by American Govern¬ 
ment of Iranian oil. 

17. The American Ambassador raid he would present the Prime Minister's views |o 
his Government adding Chat he hud just received message from his Government indicating 
that United Stales Government agency which would be responsible purchasing ai least SI00 
million worth of Iranian oil might prefer to give Iran substantial part of amount contracted 
Tor in cash immediately upon conclusion arbitration compensation agreement and rales con¬ 
tract agreement, and to pay balance over a subsequent perilv! of some six or seven months, 
Prime Minister indicated no objection to this arrangement 
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EP 1022/1 No. 3 

BROADCAST B\ TEHRAN RADIO ON DECEMBER 23. 1952 
{COMMUNICATED B\ THE B.B*C*) 

The Uin Restricting (he Entry of Foreign Nationah 

Tehran, 

January 7, 1953 

Article 0). Tii-c re-appointment of those who have hold any appointment in Persia 
prior to the approval of this Law chilli not be accepted, 

iVoir <11. The Foreign Ministry may accept* provided that its action be approved by the 
Majlis Foreign Affairs Committee. the reappointment of persons who have worked during the 
term of their appointment of service in Persia for the improvement of relations between their 
Government and the Persian Government. 

/Vfl/e \2h Foreign nationals who have a record of interference in the internal affairs of 
Persia shall be forbidden to enter Persia. 

Article (2>- With effect from the date of approve 1 of this Law. the establishment of 
foreign consulates in any part of the country shall be subject to the proposal of the Foreign 
Ministry and the approval of the Majlis Foreign Affairs Coimuittec, 

Article (3). The Ministry of Foreign Affairs is authorised to carry out this Law. By 
virtue of the Law granting special powci ■ dated 1 ith August. 1952. the Law restricting the 
entry of foreign nationals composed of three articles and two clauses is hereby approved. 


EP 10345,20 No. 4 

CORRESPONDENCE BETWEEN PRESIDENT EISENHOWER \NtJ 

Dr MUSADDIQ 

<L 

His Excellency, 

The President Elect of the United Slates of America* 

General Dwight D. Eisenhower, 

Columbia University. 

New York City. 

Mt. President Elect; January 9 t 1953, 

l take this opportunity to convey to you the cordial congratulations of she banian people 
on your election to the high office of President of the United States and to wish you every 
success in the carrying out of the important (asks which that dfic£ imposes. 

I dislike taking up with you the problems of my country even before you assume office, 
I do so partly because of their urgency and partly because I have reason to believe that they 
have already been presented to you by those who may not shale my concern for the future 

of Iran and its people. • 

u is my hope thnt the new administration which you will head will obtain at the outset 
a true understanding of [he significance of the vital struggle ill which the Iranian people have 
been engaging anti assist in removing [he obstacles which are preventing them from realising 
Ibeir aspirations tor the attainment of |omission| life us a politically and economically 
independent nation. For almost two years the Iranian people have suffered acute distress and 
much misery merely because a company inspired by covetousness and a desire for profit 
supported by the British Government has been endeavouring to prevent than from obtaining 
their natural and elementary rights. I cm happy to say that during this struggle so injurious 
to the people of Iran the American people on many occasions have demolish'd led their 
sympathy for the Iranian nation md an understanding of its problems I personally witnessed 
many manifest;:lions of [his sympathy and understanding when I was in the United States, 
Unfortunately the Government of [he United States while on occasions displaying friendship 
for Iran has pursued what appears lo the Iranian people to be a policy of supporting the 
British Government and the former company In this struggle if has taken the side of the 
British Government against that of Iran in international assemblies. tl has given financial 
aid io the British Government while withholding it from Iran and il seems to us it has given 
nt least some degree of support to the endeavours of the British to strangle Iran with a financial 
and economic blockade. I) is not my desire that the relations between the United States and 
the United Kingdom should be strained because of differences with regard to Iran. I doubt 
however whether in (his day and age a great nation which has such an exalted moral landing 
in the world can afford to support (he internationally immoral policy of a friend and ally 


merely in order not to disturb good relations with lhai friend and ally. 1 he Iranian people 
merely desire to lead their ow'n lives in (heir own way. They wish to maintain friendly 
relations with all other peoples. The former company which for years was engaged in 
exploiting their oil resources unfortunately persisted in interfering tit the internal life of the 
counlrv. The Iranian people finally became convinced that so long as this company continued 
to operate within Iran its systematic interference in Iranian interna! life would continue. The 
Iranian people therefore had no choice other than to exercise their sovereign rights by 
nationalising their oil and terminating the activities of the former company in Iran, The 
Iranian Government made it dear at the time of nationalisation that il was willing to pay 
fair compensation to the former company due consideration being given fo such claims and 
counterclaims as Iran might have against the former company. The former company instead 
of entering into negotiations with Iran for the purpose of determining the amount of com¬ 
pensation due took steps with the support of the British Government lo create an economic 
and financial blockade of Iran with the purpose of forcing the Iranian people again to 
submit to the wilt of the former company and to abandon their right to exploit anti utilise their 
own natural resources. It is my sincere hope that when the new Administration of which you 
are to be the head will come into power in the United States it will give most careful con¬ 
sideration to the Iranian case so that Iran would be able lo attain its just aspirations in a 
manner which wilt strengthen the cause of world peace end will renew confidence in the 
determination of (he United States to support with all its power and prestige she principles of 
the charter of [he United Nations. 

I have. &e, 

Pk, MOHAMMAD MUSADDIQ, 
Prime Minister of Iran 


EP 1(3345/20 <2* 

His Excellency, 

Dr. Mohammad Musaddiq, 

Prime Minister of Iran* 

Teheran. Iran. January /0, J95J. 

Please accept my thanks for your kind greetings and felicitations. Likewise 3 am happy 
to have a summary of your views on your country’s situation and I shall study those views 
with care and with sympathetic concern. 1 hope you will accept my assurances that 1 have 
in no way compromised our position of impartiality in this matter and lhai no individual has 
attempted to prejudice me in the matter. This leads me lo observe that E hope our ow n future 
relationships will be completely free of any suspicion, but on the contrary will be characterised 
by confidence and trust inspired by frankness and friendliness. 1 shall be delighted to receive 
either personally and directly or through established diplomatic channels at any time a 
communication regarding your views on any subject in which we may have a common interest 
With renewed [hanks for the kindly courtesy of your message and with expression of my 
continued esteem 

Sincerely, 

DWIGHT D, EISENHOWER 


EP 10345/19 

MESSAGE FROM Dr. MUSADDIQ TO PRESIDENT EISENHOWER 

DATED MAY 28, 1953 

Dear Mr. President: 

In the kind reply which you sent to my message of last January you suggested ihat t might 
inform you direct or through diplomatic channels of any views, that may be of mutual interest. 

In shat message l had briefly referred to she hardships and privations! which the Iranian 
People had undergone during the last two years in their efforts to attain tlicsr aspirations and 
jilso to the difficulties which the British Government has created for Iran in its support of the 
illogical claims of an imperialistic company. 

During the few months that have elapsed since the date of that message the Iranian people 
have been suffering financial hardships and struggling with political intrigues carried on by 
the former Oil Company and ihe British Govern men i. For instance, the purchasers of 
Iranian oil have been dragged from one court to another, and all means of propaganda and 
diplomacy have been employed in order to place illegal obstacles in the way of (he sale of 
Iranian oil. Although ihe Italian and Japanese courts have declared Iranian oi] to be free 
and unencumbered* the British have not as yet abandoned their unjust and unprincipled 
activities, 

48(343 r ‘ 





















Although U was Itopcd that during your Excellency's administration aUcimon .if a more 
sympaitelic chancier would be devoted to tha Iranian situation, unfortunately no ctvange 
seems thus far to have taken place in the position of the American Government 

In the message which the Secretary of Suite sent me from KaRidu, he expressed regfvt 
that the efforts of the United States to contribute t » the solution of die problem of compcn- 
MUion had thus far been unsuccessful it should be recalled ihn the Iranian Government was 
prepared to pay ihe value of the former Company’s properties in Iran in such amount us 
might be determined by the Inter national Court of Justice. U was also prepared to accept the 
jurisdiction of the said court with regard lo the amount of compensation provided the Hrmh 
Govern meat would stale the amount of itv claim in advance and that claim would be within 
the bounds of reason, Obviously the Iranian Govern mem also had certain da, ms against 
the former Oil Company and the British Government which would have been presented at the 

time of the hearing of the case. , „ ■ 

The British Government, helping lo regain its old position, has in effect ffcu°red alt oi 

^JSA of actions taken by the former Company and the British Government, the 
Iranian nation is now facing great econoinre and political difficulties. There can be serious 
consequence, from an international viewpoint as well, if this situation is permuted to con¬ 
tinue. If prompt and effective aid is not given tltis country now. any steps that might be 
taken tomorrow to compensate for the negligence of today might we,I be too late. 

W c are of course crateful for the aid heretofore granted Iran by ihc Government ot the 
United Slates. This aid has not. however, been sufficient to solve the problems of Iran and to 
ensure world peace which is the aim and idea) of the noble people and of the Government of 

the United Slates. . , . m + , i- . . * 

The standard of living of the Iranian people has been very low a* a result of century-old 

imperialistic policies, and it will be impossible to raise it without extensive programmes of 
development and rehabilitation Unfortunately the a-d heretofore granted has to m 
principle primarily of a technical nature, and even in this respect the assistance needed has 
rot at times been accorded. For example, the Export-Import Bank which was to have 
advanced Iran twenty five million dollars for use in the sphere of t gr.culture did not do so 

because of unwarranted outside interference. . , ~ 

The Iranian nation hopes that with the help and assistance ol the American Government 
the ob tacks placed in the way of sale of Iranian oil can be removed, and that if the American 
Gove rumen I is not able to effect a removal of such obstacles- it can render effective economic 
assistance to enable Iran lo utilise her other referees This courtLry has natural resources 
olhor than oil The exploitation of these resources would *otvc the present difficulties of 
the country This, however, U impossible without economic aid, . . 

In conclusion. I invite your Excellency’s sympathetic and responsive attention to the 
prctscnt dangerous situation of Iran. and I trust that you will ascribe in all the points contained 
in this message the importance due them. 

Please accept &c, 

DR, M. Ml SADDJO 


EP 10345/19 HI 

MESSAGE FROM PRESIDENT EISENHOWER TO Dr* MUSADDIQ 
t MN <1 tilt'd but delivered July 3. 1953) 

I have received your letter of May U in which you described the present difficult situation 
in Iren and expressed she hope that the United State, might be able to assist Iran m over¬ 
coming some of its difficulties. In writing my reply which has been delayed unlit I could have 
ait opportunity to consult with Mr. Dulles and Ambassador Henderson, I am motivated by 
the same spirit of friendly frankness as that which 1 lind reflected in your letter.. 

The Government and people of the United States historically have cherished anil Mill 
have deep feelings of friendliness for Iran and the Iranian people, They sincerely hope (hat 
Uan wilt be able to maintain its independence and that the Iranian p6U|vc will be successful 
in realising (heir national aspirations and in developing a contented and Irec n.sluHi vs Ii ie ri 
will contribute to world prosperity and peace. 

U was primarily because of that hope that the United Spites Government during the last 
two years has, made earned dftirh to assist in eliminating certain differences between Iran 
and the United Kingdom which have arisen a* a result of the nationalisation of live Iranian 
oil industry It has been the belief of the United States that the reaching of an agreement ift 
the matter of compensation wauld strengthen confidence throughout the world in the deter¬ 
mination of Iran fully to adhere lo the principles which render possible a harmonious 
community of free notions : that it would contribute to the strengthening of the international 
credit standing of Iran; and that it would lead to the solution of some of the financial and 
economic problems at present facing Iran. 
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The failure of Iran and of the United Kingdom to reach an agreement with regard VO 
compensation has handicapped the Government of the United States irt its efforts to help Iran. 
There is a strong feeling in the United States, evert among American citizens most sympathetic 
to Iran and friendly to the Iranian people, that it would not be fair lo the American taxpayers 
lor the United Slates Government to extend any considerable amount of economic aid to 
Iran so long as Iran could have access to funds derived from the hale of its oil and oil products 
if a reasonable agreement were reached with regard to corn-pen sat ton whereby the large scale 
marketing of Iranian oil would be resumed, Similarly, many American citizens would be 
deeply opposed lo (he purchase by the United States Government of Iranian oil in ihe absence 
of an oil seltiemtnt. 

There is also considerable sentiment in the United States to the effect that ,i settlement 
based on the payment of compensation merely for losses of the physical asset* of a firm which 
has been nationalised would not be what might he called u reasonable settlement and Thai an 
agreement to such a settlement might tend to weaken mutual trust between free nations 
engaged in friendly economic intercourse. Furthermore, many of my countrymen who have 
kept themselves informed regarding developments in this unfortunate dispute believe that, in 
view of Ihe emotions which have been aroused both in Iran and the United Kingdom, 
effort* to determine by direct negotiation the amount of compensation due arc more 
likely to increase friction chan to promote understanding. They continue to adhere to 
the opinion that the most practicable and the fairest means of settling the question of compen¬ 
sation would be for that question to be referred to some neutral international body which 
could consider on (he basis of merit all claims and counter-claims. 

I fully understand that the Government of Iran must determine for itself which foreign 
and. domestic policies are likely to be most advantageous to Iran and lo the Iranian people. In 
wfiai | have written. I sun nol trying lo advise the Iranian Government on its best interests 
I am merely trying to explain why, in the circumstances, ihe Government of the United Stales 
is not presently in a position to extend more aid to Iran or lo purchase Iranian oil 

E:i case Iran should so desire, the United States Government hopes to he able to continue 
to extend technical assistance and military aid on a busk comparable lo that given during 
ihe pa&i \ear. 

I note the concern reflected in your letter at the present dangerous situation in Iran and 
sincerely hope that before it is 6tx> late, the Government of Iran will take such steps as are in 
its power to prevent a further deterioration of that situation. 


EP 1531/75 No 5 

AGREEMENT BETWEEN IRAN AND THE UNITED KINGDOM 
PROVIDING FOR I HE SETTLEMEM 01 CLAIMS BETWEEN THE 
GOVERNMENT OF IRAN AND THE ANGLCMRAM AN OIL 
COMPANY 

II) 

From Fvteiyn Office to tin Hon. Walter S. Gifford 

^Confidential) Foreign Office. 

Tour Excellency. January 14, 1953. 

I have the honour to transmit to you herewith the drafts of: — 

tid an agreement between the Government of Iran and the Government of She United 
Kingdom providing for The settlement of claims and counter-claims between the 
Government of Iran and the Aiijilo-Iranian Oil C ompany by iotemaLiofU'l 
arbitration; 

tfo an exchange of letters between the two Government* for the regulation of certain 
questions connected! therewith. 

These drafts follow the conclusions arrived at by myself and my colleagues with your 
Excellency and Mr. Byroads in our recent conversations, and have been approved bj Her 
Majesty’s Government in the United Kingdom and by the AnglodramOJi Oil Company, 

I shall be glad if your Excellency will communicate these drafts ax soon a? possible to 
United Slates Ambassador at Tehran, together with the draft agreement between the 
United States Defence Materials Procurerncii: and the Government of Iran, of which 

Her Majesty's Government and the Anglo] ranian Oil Company have taken cognisance, and 
cause Mr, Henderson to be instructed to present the three drafts to the Government of Iran, 
and use his best endeavours to secure that Government’s agreement to them, 

l have, Ac. 

ANTHONY EDEN. 
b* 2 
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Arbitration Agreement 

The Government of 3nm and the Government of the United Kingdom; 

Desiring Jo bring about a settlement of all claims and counter-claims which have arisen 
between the Government of Inin and the Anglo-Iranian Oil Company and to submit the 
matter to international adjudication, to take place between I he Government of Iran and the 
Company: 

Conscious, however, of the fact that, under Article 34, paragraph L of its Statute, the 
Inter nation;: I Court of Justice can only entertain casts of which States are parties; 

Have acretd that the said claims and counter-claims shall be referred to international 
arbitration between the Iranian Government on the one hand, and the Ang.lt>Iranian Oil 
Company on the other, in the manner provided by, and before a Tribunal constituted as 
specified in. Parts I and II of the present Agreement, and tiuU the arrangements for the pay- 
ment of any balance due from either Party to the other in consequence of the award of the 
Tribunal shall be those sot out in Part III: 

Part t 

|. inj The above-mentioned claims and counter-claims shall be referred to a Tribunal 
consisting of those members of the International Court of Justice who hold office a* Judges 
of the Internationa! Court of Justice on the dale of the conclusion of the present Agreement, 
together with the Iranian Judge ad hoc who was designated lo sit on the international Court 
of Justice m I*>52; provided that the number of members of the Tribunal so constituted shall 
not be fewer than the number of Judges (including the Iranian Judge ad hoc) which made up 
the bench of the International Court of Justice in July, 1952, for the hearing of the preliminary 
issue of jurisdiction in the Anglol reman Oil Company case. In the event of the resignation 
or retirement of any Judge from the International Court of Justice, such Judge shall continue 
to sit on the Tribunal in his unofficial capacity. In the event of the d.c;:(h. incapacity, or 
withdrawal from the Tribunal of any member, the remaining members of the Tribunal shall 
proceed to adjudicate the case, The Tribunal shall select its President, and shall take its 
decisions, : nd give its award, by a majority volt. 

th> If the Tribunal cannot be constituted av set out in sub-paragraph ia> above, the matter 
shall be referred to a Tribunal composed of the following Judges of the Court acting in a 
private capacity, and assuming they are willing so lo act: Thai is to say ihe United Kingdom 
Judge, the Iranian Judge ad hoc, above referred to, ; fid any other three Judges agreed upon 
between the United Kingdom and Iranian Judges: or. if they are unable so to agree within 
two months from the date cm which the present Agreement has been communicated to the 
Court as provided in Article 11 hereof, any ihrc^ Judges designated after consultation with 
the United Kingdom and Iranian Judges by the Vice-President of the Court, who shall in any 
case designate one of the three additional Judges to act as President of the Tribunal In the 
event of the death, incapacity, or withdrawal from the Tribunal of the United Kingdom Judge, 
the Ando-Iranian Oil Company shall have the option of designating a substitute member of 
the Tribunal; in the event of the death, incapacity, or withdrawal of the Iranian Judge 
ad hoc. the Government of Iran shall have the option of designating a substitute member. In 
the event of the death, incapacity, or withdrawal of any of the remaining members of the 
Tribunal, a substitute member shall be designated by means of the same processes by which 
y s predecessor was designated. In the event of the death, incapacity, or withdrawal from 
the Tribunal of its President* his successor [who shall replace him as President) shall be 
designated by the Vice-President of the [nlematsand Court of Justice. The Tribunal shall 
take its decisions, and give its award, by a majority vote. 

tel If the Tribunal is not constituted in one of the foregoing ways, the matter shall he 
referred to a Tribunal consisting of five eminent jurists from outside the Tourt. to be 
nominated after consultation with the Parties and with the Court by the Vice-! 1 redd cm of the 
Court, who shah also designate one of them to uci as President of the Tribunal. In the event 
of the death, incapacity, or withdrawal of any member of the Tribunal, a successor shall* by 
[he same process, be nominated by the Vice-President of the Court The Tribunal shall take 
it, decisions, and give its award, by u majority vole. 

2 The function of the Tribunal shall bet — 

til (o determine the sum required to provide fair compensation to the Anglo-Iranian 
Oil Company for the loss of its enterprise in Iran as the result of the Iranian Oil 
Nationalisation Laws of March and May, 1951: and for that purpose the 
Tribunal shall employ the principles applied for the purpose of determining the 
compensation awarded under any United Kingdom Law which the Company 
may specify, nationalising any industry' in the United Kingdom: 

[21 to determine the validity of all counter-claims which the Iranian Government may 
have against the Anglo!rsmiun Oil Company, and ihe sum required to meet them, 

3 In determining the metiers specified in Article 2 above, and subject to the provisions 
of that Article, the Tribunal shall give its decision in accordance with international law, 
applying 

Itv) any relevant international conventions by which the Governments of Iran and the 
United Kingdom arc both bound ; 
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(fti international custom, rs evidence of a general practice accepted as law; 

(r) the general principles of law recognised by civilised nations ; 

<d) judicial decisions and the teachings of the most highly qualified publicists of ihe 
various nations, as subsidiary means for the determination of rules of law 

4. The decisions of the Tribunal shall be definitive and binding on both the Parties to 
the arbitration thereinafter called the Purticsl, and [he IribunaTs award, which shall be 
expressed in terms of sterling, shatl be regarded as a full and final settlement of all claims and 
counter-claims of the Parties 

Pari II 

5- If the Tribunal is constituted in the manner specified in Article Itiri or lib) hereof, 
its procedure land all matters incidental thereto) shall, rmttatfo tfutfamitt. end so far as deemed 
appropriate by the Tribunal* be the same as thai provided for the International Court of 
Justice by its, Statute and Rules of Court. 

6, If the Tribunal is constituted in the mariner specified in Article lick it shall (subject 
to the terms of the present Agreement) settle its own procedure, but shall in any case apply 
the following provisions; 

irP As soon as possible after the coming into force of rite present Agreement, and after 
the nomination of the Members of the Tribunal as provided in Article lift 
hereof, the President of ihe Tribunal thereinafter called the President) shall, in 
consultation uiih representatives of the Patties, as designated by ihem. determine 
the procedure for the exchange of written pleadings between the Parties (number, 
order and time-limits. &c.) and for their transmission to the members of the 
Tribunal. 

\b\ As soon as possible after receipt of (he last of the written pleadings, the President 
shall, .ifcer consultation with the ocher Members of the Tribunal and with (he 
representatives of the Parties, name the date and place for the oral hearing and 
determine the order in which [he arguments of the Parties arc to be presented 

(c) The T rihunat shall give its award as soon as possible £ fter the close of (he oral hearing, 

u/l The Tribunal shall hold such .sittings, whether for private deliberation or for hearing 
ihe Parties, as it may consider necessary for the carrying out of its functions under 
the present Agreement. 

(cl Subject to the prm irions of Article 7 below* the President shall make alt the necesc-iy 
formal arrangements in connection with (he sittings of the Tribunal tpremivcs, 
and interpreting, clerical and stenographic 

(jt The languages of the Tribunal shall be English and French. The written and oral 
pleadings and statements of the Parties may be drawn up or presented in cither 
language, and the arrangcmenl.s for trims'a lion and for the interpretation of 
speeches shall be determined by the President in consul tut ton with, the other 
Members of the Tribunal and the representatives of the Parties. 

7. Whatever the character of the Tribunal* each of the Parties shall hear its own costs 
of the arbitration. The expenses of the Tribunal shall lie borne by the Parties in equal shares. 
Any question relating to the fees, expenses and allowances of the President. ; rid of the other 
Members of the Tribunal, and alt matters incidental thereto such as the lime and method of 
payment* shall be determined by the Parties in consultation with (he President, 

Part (It 

Any balanec due b) either of the Parties to (he other in consequence of the *:w;ird 
of the Tribunal shall be paid as follows;- ■ 

(J) Atjy balance due burn the ham. n Government to the Anglo-Irartum Oil Company 
shall be discharged by payments in cash in sterling, to the credit of the Company, in 
a bank designated by ihe latter, of 25 per cent, of the receipts from all sales of oil 
and oil products exported from Iran ; or, if so agreed between ihe Iranian Govern¬ 
ment and the Anglo-! ranian Oil Company* by deliveries of oil to ihe Company in 
such quantities and over such period ot years as shal be mutually determined by 
them 

<21 If a balance is due from the Anglo-! ran inn Oil Company to the Iranian Government, 
at shall be discharged by payments in cash In sterling to the credit of the Iranian 
Government with a bank designated by the Eutter of such amounts over such 
period of years as shall be agreed between ihe Iranian Government and the 
Company ; or, in default of such agreement* in such amounts over such period of 
years, as shall be determined by an arbitrator appointed by the Vice-President of 
the International Court of Justice. 

. ^ Pending the award of the Tribunal* 25 per cent, of the receipts from all sales of oil 
and oil products exported from Iran shall, unless another currency is agreed between the 
ovti-nnicni of Iran and the Anglo-Iranian Oil Company, be deposited in sterling in a trust 
■ count with ,i financial institution or trustee bank lo be agreed upon between Lhe 
°vcrnmeiH of Iran and the Company, or. In default of such agreement, to be specilied by 
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ihc Viec-Presidetil of the International Court of J us I fee, and shad await the if ward of lhe 
Tribunal. Any balance remaining in the trust accoimi after the discharge of the award .shall 
be paid to the Government of Iran, 

If). Any amount still outstanding under Article 8U> or 8(2) above, one year after (he 
date of Lhe award of the Tribunal, and [hereafter from year to year, shall carry interest at a 
rate to he agreed between (he Iranian Government and the AnglolranianOil Company, or. 
in default of such agreement, to be determined by an arbitrator appointed by the Vice- 
President of the international Conn of Justice. 

Part fy 

II. The present Agreement shall be subject to ratification and shall come into force 
Immediately upon the exchange between the Governments of Iran and the United Kingdom of 
their respective instruments of ratification The Agreement shall thereupon he communicated 
to the International Court of Justice. 

In faith whereof the undersigned Plenipotentiaries have signed the present Agreement 


(21 

LIFTING OF EMBARGO. TANKER 1MMI MTV 

United Kingdom—Iranian Exchange of Letter\ 

(Secret) /. United Kingdom Letter 

Your Excellency* 

1 have the honour to inform you that, following on the entry into force Of the Agreement 
between our two Governments for arbitration in the oil dispute, the Anglolranian Oil 
Company will offer no further objection to the export and sale abroad of banian oil and oil 
products. 

2. Iranian Letter 

Your Excellency* 

I acknowledge receipt of your Excellency's letter of to-day's date Informing me that 
following on the entry into force of the Agreement for arbitration in the oil dispute, the Anglo 
Iranian Oil Company will offer no further objection to the export and sale abroad of Iranian 
oil and oil products. 

1 have the honour to inform your Excellency, in connection with such exports and sales, 
that my Government and the National Iranian Oil Company for their part will offer no 
impediment to the Complete freedom of entry to* loading in, and departure from, Iranian 
ports and waters, on the part of all tankers or other vessels concerned wish traffic in oil or 
oil products, irrespective of nationality or ownership: and that they will also use their best 
endeavours to facilitate all port* shipping and other arrangements necessary for the resumption 
of the flow of Iranian oil and oil products to world markets. 


EF 1531/72 No. 6 

TELEGRAM FROM THE UNITED STATES AMBASSADOR \T TEHRAN 
TO THE STATE DEPARTMENT CONVEYING DR. Ml’SAUDIO'S 
REPLY TO THE PACKAGE" PROPOSALS HANDED TO HIM ON 
JANUARY 15* 1953 

{Communicated by the United State s Embassy on January I Si 

4 Confidential) 

There is set forth below translation of document in Persian language handed to me today 
by Dr. Mu.saddiq in reply to M package " proposals which I gave him on January 15. 

■* Table of Contents. 

Concerning the drafts of three agreements attached to the covering memorandum the 
Iran Government's position is expressed in four parts: 

First, 

With reference to lhe agreement between the United Kingdom and the Iran Governmeni 
relating to (he method of settlement of lhe claims of the oil company and the Iran Govern men I, 
Second. 

Concerning the exchange of lei tens attached thereto. 

Third. 

Concerning the draft of agreement for ihc sale ol oil. 


H 

Fourth, 

Concerning the agreement for the sale to an Internationa] company. 

Part i. 

Agreement relating lo the settlement of claims for compensation to the oil company and 
of claims of the Iran Government. 

Here follows the Iran Governments position wth regard to the draft of arbitration 
agreement; 

(1) With reference to the ihree proposals concerning arbitration of the question of com¬ 
pensation and counter claims by all (he judges of the International Court of Justice, including 
the Iran judge (ad hen') or by a number of ihem; or in the event neither of iltese two ways 
should be practicable, through arbitration by five eminent jurists to be designated by the Vice 
President of the International Court of Justice, the Iran Government has always held the 
position that to accordance with the principles of international law, Iran courts are the proper 
courts to examine such cases. However, inasmuch as this is not acceptable to the British 
Government and the oil company, and inasmuch as the Iran Government desires to terminate 
the oil dispute. it is prepared to have the company's claims fur compensation and the Iran 
Government's claims settled by a judgment of the International Court of Justice. In ease a 
judgment by the said court should be impeded by the fact that the International Court 
examines only cases between States, the Iran Government, to remove this impediment, agrees 
(hat the said claims be considered by (he International Court with the Iran Government and 
the United Kingdom as parties to the litigation, in order that the said courl may proceed with 
examination and judgment in accordance with its own statute and rules of court. The question 
of arbitration is therefore excluded. 

<21, Part I paragraph 2 of the said draft relating to the function of live court is modified 
as follows: 

The Iran Government agrees that compensation and method of payment thereof by 
instalments on account of losses caused the oil company as a result of the laws nationalising 
Iran oil approved March and M:y 1951 should be determined in accordance with one of the 
laws, to be selected by the oil company, nationalising industries in ihc United Kingdom, 
enacted and enforced prior to the laws nationalising the Anglodranian Oil Company. 

0> With this arrangement there would therefore be no further need of (he provisions of 
Part II relating to |he rules of procedure and other mailers with regard lo judicial wages* etc, 

<4). Pan HI concerning the draft of agreement for the method of payment of debts and 
compensation to the company and the Iran Government is modified as follows: 

ieii If in accordance with the verdict of the International Court of Justice* the Iran 
Government should lv; indebted to lhe company* the method of the payment of 
instalments should be as follows: 

Out of the funds that have accumulated by (hat dale as a result of the deposit 
of 25 per cent, of the net proceeds of sales of oil in conformity with ihe law 
nationalising the oil industry. 

By delivery of refined and crude oil under a contract mutually agreed to, 

If this wmihpys* should be inadequate for payment of Lhe Iren Government's 
debts, so long ax the said debts have not been paid, interest shall be payable at 
a rate lo he determined by the f.CJ 

(bs In the event that by verdict of the f.CJ, lhe company should be found indebted lo the 
Iranian Government and the company should he unable to pay its debts in con¬ 
formity with (he said verdict it shall pay interest to the Iranian Government ns 
provided in paragraph («). 

(5). Part IV of the draft agreement is agreeable. 

Fart 2 . 

Exchange of letters. 

With regard lo ihc drafts of tetters to be exchanged between the United Kingdom and (be 
I ran tan Government following the signature of agreement relating to the seLllcmcnt of claims, 
the Iranian Government believe< ihal there is no need for exchanging said fetters. 

Part 3, 

Until of agreement relating to oil transaction is modified ns follows 

Heads of agreement between (he Iranian Government and the Government of Untied 
Mates or an American commercial comp.my for sale of oil 

i]i After the agreement is signed between the United Kingdom and the Iranian Gove rn- 
anent concerning the claims for compensation [n the oil com pray and the Iranian Government's 
Uanvix tube referred to the the United Strifes Government or an American commercial 
tompany shall immediately advance the Iranian Government the sum of S50 million against 
he value of Iranian oil product* end crude oil which will form the subject of an agreement 
fo he concluded in accordance with the following principles; 

* As received. 
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(2i The Government of the United States of America or an American commercial 
company, hereinafter to be called purchaser, shall enter into a contract with the Iranian 
Government or with the National Iranian Oil Company, hereinafter to be called seller, for 
the purchase of 3 quantity of Iranian oil products and crude oil equivalent to 65 million 
dollars. 

(3) Of the purchase price of the oil products and crude oil delivered to the purchaser 
under the said contract, after deduction of 20 per ecu, which for the time being is computed as 
expenses of production. 25 per cent, shall be deposited in escrow in the Federal Reserve Bank 
of New York to be disbursed in accordance w ith the Verdict issued by the LCJ. The balance 
of the purchase price shall be paid by the purchaser to the seller after the contract is signed. 

I4i 'I he purchaser .md seller shall agree on a schedule ol shipments with due regard to 
the availability and quality of oil products and crude oil which should be shipped according 
to the schedule, and on the suitability of port* loading and other essential facilities. 

i,5l The price of refined oil products to be delivered to the purchaser against the above 
sum shall be the medium tor avcrage> United States Gulf price minus 35 per cent, reduction. 

In ease it should not be possible to deliver refined products in sufficient quantity, the 
purchaser shall have the option to take delivery of crude oil for the remainder with the same 
discount from the present Persian Gulf posted price, 

16 i Delivery of oil under the sale contract -.hall continue until the account of 65 million 
dollars is liquidated. 

<7j This agreement is binding on both parties and both parties, agree to work out the 
details for the ini piemen Eat ion of the principles mentioned in this agreement. 

Part 4. 

Agreement for sale to an international company. 

It is agreed that the National Iranian Oil Company shall enter into negotiations with an 
international company registered ouLslde Iran and the United Kingdom for ibe conclusion of 
a commercial agreement relating to the sale of oil products and crude oil in substantial 
quantities and over a period of y ears mutually agreed upon. The Angodraniun Oil Company, 
which exists outside Iran, may also be included in the said international company, " 


EP 1531 SO No. 7 

procedure to be followed with respect to the 
INITIALLING OF THE DRAFT AGREEMENTS CONNECTED WIT H 
THE IRANIAN Ot! PROBLEM 

firm. H tifitT S. Gffford to Mr. Eden 

< Confidential? 

gjj January 15 . 1953 . 

I have the honor to acknowledge the receipt of your note of January 14* 1453. setting 
forth your understanding of the prewdure which will be followed in Tehran and London with 
respect to the Initialling of the draft Agreements connected with the Iranian oil problem. 

In accordance with your suggestion. I last evening cornnmideated to Ambassador 
Henderson in Tehran the text of your note, together with my confirmation (hat my under’ 
standing of the arrangements accords with that of your own. 

Please accept, &e. 

WALTER S. GIFFORD. 


EF 1531/95 No. S 

4GREEMKM BY THE ANGLO-IRANI AN OIL COMPANY TO THE 
NEW APPROACH TO Dr, MUSADDIQ 

Sir Wi Front? to Mr. Eden 

Britmnk Houie. 
London. 

Dear Mr Eden. January IS. I9SJ. 

With reference to the discussions which have been taking place during the past few days 
m connection with a new approach to Dr Musaddiq, I write Vo say that, having regard to the 
way in which the Persian dispute has developed, my Board is in full agreement with this new 
approach, which is embodied in the documents which the United States Ambassador in 
Tehran has been asked to hand to Dr, Musuddiq. 

Muy I also record my appreciation of Lite opportunities which have been a Horded to my 
Company for full consultation with Her Majesty* Government throughout these discussion*. 

Yours sincerely* 

W. FRASER 
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No 9 

ANGLO-AMERICAN PROPOSALS FOR A SETT I FMFNT OF Tilt 

OIL DISPUTE 

tN«. 2] Intel Confidential) - Foreign Office. 

Persian Oil ianuary 17. 1953. 

The joint proposals contained three elements: 
la) Impartcil arbitration on claims and counter-claims, 

<6} Opening of commercial negotiations* 
tc) United Stales financial aid to Persia. 

After an interval of three months indications were received through the United States 
Government time Dr Musaddkj might be wiling tc discus* a settlement on terms acceptable to 
us, Intensive discussions have taken place between him and the United Stales Ambassador 
at Tehran* find between Her Majesty's Government and the United State Government* rep¬ 
resented by Mr. tivroadc in London* The position now is that if Dr Muraddiq really wants 
a settlement Her Majesty's Government and the United Shucs Government may be able to 
conclude agreements with him within the nesi few days on the following lines: 

(el) Arbitration 

We have agrees! that Mr. Henderson should propose to Df, Musaddiq that we ask the 
Intern a tit hi a 3 Court lo decide between three alternatives; 

till The Court to constitute itself as an ad hoe arbitral tribunal including the same judges 
(and not le st as sal in June 1952 to hear the preliminary issue of jurisdiction’ 
till The United Kingdom judge and the Persian ad hoc judge to select three other 
members of the Court and so constitute and arbitral tribunal, 
bid The Vice President of the Court (since the President is the United Kingdom judges 
to appoint a panel of five arbitrators from outside the Court, 

The parties to the arbitration will be the Persian Government and the A.l G.C It is 
provided thai the Arbitral Agreement must be signed by Her Majesty’s Government As a 
Iasi resort we would agree to a signature by ■* Her Majesty’s Government on behalf of the 
A J.Q.C " (bill this is not at ihis singe being mentioned lo the Americans,! 

2 The terms of reference for arbitration invite the tribunal to determine ihe sum 
required to provide fair compensation to the Anglo-Inmian Oil Company for the loss of its 
enterprise in Iran and for that purpose to employ the principles applied in determining com 
pensation under any United Kingdom Nationalisation Law which the company may specify; 
and to determine the validity of all Persian counter-claims and the sum required to meet (hem 
The Company can thus, if (hey wish, require the Court Eo apply the principles of the Coal 
Mines Nationalisation Act of 1946 under which the k>S5 of future profits was taken into 
account 

3. Commercial hicgoiiatiom 

We have agreed Eh;u there shall be :m organisation or company of an international 
character (to be referred eo a* ihe International Company) which would include the A.I.O.C 
and be constituted outside ihe United Kingdom or Persia An Agreement between the 
Defence Male rials Procurement Agency (D.M.PAI and (he Persian Government I .*■ 
Paragraph 4 below j will contain a Persian com mil men i to enter inio commercial negotiations 
for n sales contract with the “ International Company “ as soon as d is constituted 

4 United Stores Financial Assurance 

The United Stated are prepared Eo give Persia $100 m. by way of advance payment for 
"'I to he delivered to the D.M.P.A. 1 he D.M.P.A* Agreement comes into force simultaneously 
With Ehe entry inio force of Ihe agreement on arbitration and provides for an immediate 
advance of 550 m. (he remaining $50 m, will be paid in monthly Instalments ol MO m. 
beginning when schedule of shipment has been drawn up mid when I) M.P.A K assured as to 
quantity, quality, and loading facilities The Persian commitment referred to hi paragraph 
3 above will enable the United States to withhold the later instalments if Persia h not 
honouring the Agreement* 

5 We hope hut are not yet certain that there wall be an exchange of letters under which: 
In) Her Majesty's Government will declare ihe embargo lifted; 

IM The Persian Government will undertake not eo seize any lugs* dredgers, tankers, etc, 
belonging eo the AXO-C, which may have to truer Persian waters before or after 
the conclusions of the commercial contract. It h. of course* superfluous to 
provide formally for raising of the embargo, bui our Note would provide it con- 
veil tent way of eliciting the undertaking which wc require from the Persians, 

6. The latest news W that the Uni led Slates Ambassador at Tehran had a Seven-hour 
interview with Dr. Musaddiq on January 15 and expats io resume discussions on January 
. , }* agreement can be secured we shall arrange for our Plenipotentiary to reach Tehran 
lJ1cl for (lie necessary formalities to be concluded as rapidly as possible ’ 

7 The foregoing is for your own information only Mv immediately following Intel 
MVCs Fuidancc on publicity in the event of settlement being readied, 

* United Kingdom Delegation. New York, please ensure that this is seen al once bv 
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EF 1531/69 No. 10 

TELEGRAM FROM THE UNITED STATES \MBASSADOR AT TEHRAN 
TO SHF STATE DEPARTMENT REPORTING ON HIS TALK WITH 
Dr, MUSAOD1Q ON JANUARY 15, 1953 

[Commurticaii’d by the Untied State,*, Embassy on January 18) 

(Confidential; 

The following message dated January 17 h from Ambassador Henderson. 

1. In this message 1 shall in' to give a resume of my 7-hou.r talk with Miisaddtq on 
Jarman 15. I shall, in so far as I can, avoid enlarging on the details of lhai conversation. 
Nevertheless. 1 hope dial this account will convey it [airly accurate picture of what happened, 

2. In the course of the introductory remarks which we exchanged I stressed that I fell 
that what we were about to do and say are of the utmost importance; the documents which 
we were to consider were the result of an enormous amount of effort by the Untied Kingdom 
Foreign Office, other United Kingdom Gmeminent Departments,, the United States Stale 
Department and the American Embassies hi London and Tehran. The texts had been 
worked out wilh the (bought in mind of conforming with the views which Musudiliq had 
conveyed so me in the course of our various talks. In places, they might appear verbose but 
occasionally a considerable number of words are required to describe situations of a compli¬ 
cated nature and to make provision for differed I contingencies. I suggested that (he best 
manner of proceeding would be to look at all the trails in a preliminary manner and sub¬ 
sequently to make a detailed examination. in ihe course of the preliminary review, L would, 
if he so desired, attempt to explain the meaning of any parts which he did not understand or 
to explain why certain provisions were incorporated. 

3. Musaddiq began to examine (he texts in the order in which I presented them. He 
read the Persian text of the covering memorandum slowly and carefully. He said that he was 
surprised that it mentioned an agreement between the Government of the United Kingdom 
and the Government of Iran He staled, that he felt he had indicated clearly in the first of 
our talta that he was unwilling to Mgn an agreement for arbitration with the Government of 
the United Kingdom as such. He was willing only to sign with the '"former company " or 
with the Government of the United Kingdom acting on its behalf. I replied that the British 
Government were assure oil his views on (his matter, that the British Government had 
Curlier the strong fueling that not only should it be u party to the arbitration agreement but 
also to the proceedings i that us a concessions to his views it hud tin ally agreed that although 
the United Kingdom would sign the agreement. the A.LO.C would He the party to the 
arbitration proceedings. I added that ii was difficult to adduce sound reasons why the 
t ailed Kingdom Government should not sign the arbitration agreement, h is the practice in 
international relations for Government* to sign agreements of (his nature rather for a private 
party to sign with a Government,. I knew of no case in which a Government and a private 
company had negotiated and signed an arbitration agreement to determine the amount nf 
compensation for losses resulting from nationalise I ion. I understood, for example, that the 
agreements (garble—in the case of Mexico?) to compensate ihe Hrinsh and American 
companies for losses resulting from the Mexican national tuition laws had been signed by the 
interested Governments. The United Kingdom Iteld the conception that, because of its duly 
to protect the interests of its nationals abroad, it is ils responsibility to be a party to an 
agreement of this nature. Moreover, it is not the custom for Governments to enter into 
ggrce&icnts of this kind on behalf of its nationals. It would be very much contrary to 
practice for it to act as the agents Tur its nationals in such di cum stances. Musaddiq replied 
that there was no point in continuing if the British continued to take this position. It was 
impossible for him ever to admit that the British Government was in any way a parly to the 
dispute between the former company and Iran, l made the suggestion that we should go 
on with our examination of the other texts and leave this issue- for the present. We might 
raise this point with London again if wc found ourselves in agreement on the other questions, 

4. Musaddiq said he also desired it to be understood dial he would not enter an agree¬ 
ment with A.I.O.C That company did not exist from the point of view of Iran l! would he 
necessary for the agreement to be with officials of ** former company A.1.0,0,'* I said I wt$ 
surprised at this, recalling that several limes in the past Musudditg hnd informed me that the 
agreement should be with the A I .OX He said ihai he was certain that he had spoken of un 
agreement ,l wiib the former company." 1 reminded him that the A.I.O.C, is a company 
which is registered in the United Kingdom, conducts business in a number of regions of the 
world, has hundreds of tankers and a large number of refineries and oil wells which can be 
seen with the nuked eye. 1 expressed the fear that he would cause Iran and himself to appear 
ridiculous in front of the entire world if he wire la insist on phrasing which indicated that in 
his view A I O.C. no longer existed. Far his sake I did not want to report back to London and 
Washington suggestions from hint which indicated that the company existed no longer. Our 
discussion of this point persisted for more Elian an hour. Finally he said that he would be 
agreeable to using the following expression in the first reference to A.f.O.C, in each 
document "A.I.O.C Limited* a British corporation operating outside Iren, which shall 
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hereinafter be called the Company. On January lb 1 wrote him a personal letter in which I 
again referred to this matter and made the suggestion that if he was adamant in refusing to 
refer to the company aim ply as A.I.O.C.. he agree as a minimum to art expression such as 
" AJ.Q.C. Limited, u British corporation not operating at the present time in Iran T \ 

5. Musaddiq objected to almost every suction of ihe Preamble and Part li of the agrec- 
niem on Arbitration, The majority of his objections were so petty as not to warrant detailed 
mention, (In particular he criticised the second paragraph in the Preamble which begins with 
" Consciousand ends with " parties”. He insisted this part should be complt-ieL omitted. 
Without making any particular alteration in their meaning, he also redrafted the first and 
Third paragraphs of the Preamble,) 

6, Wc had one of our lengthiest discussions on a point which wc brought up in part I. 
paragraph L subsection A. He was insistent that if any one ui lire member* of live tribunal 
died, became incapacitated or withdrew, his successor must be selected unanimously by the 
remaining members. He said that he was afraid that bribery might result in the withdrawal 
of judges and the reduction of (he panel and shat so few judge > might remain that they could 
be corrupted by paying them great amounts of money. He stated that this point had not 
previously occurred to him but that some means must be provided of protecting I run 
against such a possibility, 1 replied that if H were necessary for a successor to be unanimously 
selected, one judge alone, the Iranian judge for instance, could bring about a breakdown in 
the arbitration priced mgs. He rcpl.ed (hat he would rather luve [he proceedings break down 
than that the successor to a member who withdrew should be someone whom the Ir an ian 
member had not approved. Another hour was taken up with the discussion of shis point. 
Eventually I felt compelled to let him know that in ihe event of his continued insistence on 
unanimity, the arbitration machinery provided by the proposals would be extremely weak 
and in fact without meaning. If his thinking on this question was fixed, it might be preferable 
for us to end the conversation and consider (hat a settlement by arbitration is not feasible. 
'Vilh reluctance he gave up his position and inserted a formula which with sonic textual 
changes 1 think the British would accept. No purpose would be served by describing the 
formula here. 

Part I, paragraph J. Mib-paragraph B. Vfu.saddiq insisted on breaking in two pans. B and 
U respectively. He made these paragraphs so confusing by his various redrafts that (hey 
became practically meaningless. Finally, after a long discussion, he gave up all his redrafts 
and concluded (hat the subparagraph was actually not so bad us it was although he did again 
insist on several changes which I am not including here us he explained that he must reconsider 
any change he made before giving them lo me 

After considerable discussion, he finally concluded that subparagraph C did not require 
very much redrafting although he did have a few trivial textual changes to suggest. 

Part L paragraph 2 brought his emotions to the p^ak. He pointed out that what he 
agreed to accept and the terms of reference presented here were quite different After much 
scribbling, he presented ihe following as being acceptable to him. 

The Function of the Tribunal shall be: 

“ t|J To determine the sum required to pay the compensation which the company may 
claim as the result of the Nationalisation of ihe Oil Industry in Iran in accord 
with one of the laws of she United Kingdom acceptable lo the company enacted 
for the nationalisation of an mdswEtv in the United Kingdom. 

i,2) To examine [he counter-claims of Iran in accordance whh the provisions of British 
Privnle Law and to determine the sum required to meet lhem, M 


I pointed out to the Prime Minister that I was sure (he British Government would refuse 
, accept the formula and that world opinion would probably consider the British refusal 
Just died. As it soon became apparent that it was tuustess to try and persuade him El> accept 
J” c of live words “ loss of its enterprise ” I proposed that heat least incorporate the 

jsords 1 nj accordance with principles for determination of compensation *er forth in one of 
, ™S- ' I explained (hat his wording was so inflexible that the Court might well experience 

[ rouble in applying properly the British law which might be selected. As an example 1 pointed 
. it might lie almost Impossible ro determine compensation for the loss of the Iranian oil 
Spfgg* 1 accoiifidg 10 British laws nationalising coal and sted. Mumldk* replied that 
"Wexibdily was exacily what he was aiming at as he did not want (he British to be able to 
Jp*™ 1 Jhc basis for determining compensation through their lawyer’s taking advantage of 
lexibiliiv of wording In connection with his phrase “ Prostirions of British Law 11 l pointed 
jut that it was quite impossible that British bws might not cover all counter claims which 
. ,n m, Sht present. I added that his reference to " British Private Law " might be interpreted 
P -^jjsastic and 1 was sure he would not chance such an interpretation in a serious dooimem 
na jJy wc decided to postpone discussion of (lit terms of reference for the rime being. 

Musqddiq saw no need for referring lo international law in I paragraph B and wanted lo 
C nrninutc it entirely, 

of i ^ ^^Fhtiaed that paragraph's phraseology had been taken almost verbatim from statute 
•mtsmiwioniil Court. British thinking was apparently along lines that as |,CJ. could not 
arh'| l ' ilt ’ ? * casc between Government and a private company, they (die British) did want ihe 
Co ] rJitl ? n T ianc l to governed at least by the same prinrip'cs ax those which governed the 
1 hri li .seenis to me his position would lx- rather weak should he object to (he pane) being 
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governed by international law to arty less cadent than the Court. 1 he purpose of the insertion, 
he considered, was to generalise or weaken the concept included in paragraph 2,. subparagraph 
L above, Should he not agree to the relent ion in paragraph 3 to the word " international “ 
1 pointed out that I thought lie would be placing Iran in a rather bad light. We finally decided 
to come back to the point again later. 

On I, paragraph 4 a few textual changes which proved to be of no substantial significance 
were made. 

As far ns the remainder of the arbitration agreement was concerned, he made no 
suggestion other than io display his displeasure that there was a clause providing interest on 
some fund due to one parly by the other. 

In reply to his statement":hat this was a point which had not been raised before I noted 
that none the less it appeared both logical and fair He said he must have a chance to consider 
the mailer further The exchange of letters lie read with a quizzical expression. 

After I had explained their purpose, his sole remark was that it was something which 
could be discussed further after we had studied ihe Heads of Agreement. 

Before commenting Musiddtq read the entire texts of the Heads of Agreement, He said 
be was willing after raising several questions concerning prices to accept our price for refined 
products but not for crude, f lc said he could sell oil at the Persian Gulf prices and he could 
we no reason why he should have to sell to the United Stales at a lower price. I explained 
to him that the price D.M P A. was offering for crude was similar to that on the Hast Coast of 
the United States, if you took into consideration transport costs, duly and ordinary 
commercial discounts. 

DMA- A was not seeking to purchase .rude oil at a bargain. It it could purchase crude 
oil elsewhere at a particular price it could not as a responsible agency of the United States 
Government pay Iran higher chan that price for such oil. The question would not arise of 
course if Iran delivered refined products which, after all D M P A would prefer to crude. 
Musaddiq suggested deleting ihe sentence regarding crude oil. I said it could not be done 
3f it turned out that Iran could not furnish refined products for some rime D,M.P.A. had to 
have some protection against the loss of its advance in the form of an agree men! that crude 
oil would be furnished by Iran. Musaddiq in evident temper said he would not giveaway 
crude oil to anybody at 35 per cent, discount, I pointed out Iran was not losing" anything 
bv such an agreement oil crude oil. If ii were unable to sell products it could produce very 
large quantities of crude at fairly low cost Leaving a handsome profit even if sales were at j 
35 per cent discount. If his concern was with regard to the possible precedent in such a 
discount perhaps we could pul in some formula indicating that the drcumsiances which led 
to the 35 per cent, discount were unusual and the price therefore should not be regarded as 
a precedent 

Musuddiq made U plain that he thought 44 per cent, interest was exhorbitam especially 
tf it had to be paid on the entire 5133 million. 1 pointed out that interest would be payable 
only on the amount of the SJOQ as might he due to D.M.PA by N.LO.C Federal Reserve 
only paid 2 per cent, on Iran's deposits, said Musaddiq, whereas the United States Govern¬ 
ment required 44 per cent, interest. I said that this matter was between the two commercial 
concerns and that it was not between governments. The comrjet should be on the customary 
commercial basis even though the organisations were government-ow tied. Usually there was 
u 5 per cent interest rate on D.M.P.A. advances and 41 per cent, was as, low ax the rate ever 
went N 1,0 t should expect to get the same kind of treatment a?, any other company 
engaging in business internationally. The Prime Minister in real or pretended anger said [fiat 
he would riot enter into sirch j contract. He would not make a present of Iran’s resources 
even to the 1 nited States Government and he certainty would riot pay usury I started to pick 
up my papers. There was no point talking further. I said, if he thought the United Stales 
Government w as trying to take advantage of Iran’s need for cash advance. We had no desire 
to pressure him into any kind of a contract which he thought to Iran's disadvantage, 
Musaddiq raid perhaps the contract could be worked ouL It seemed to be quite dear and 
well drawn and it could fee discussed again later. 

The Prune Minister finished reading the five documents and then said he thought he 
Should Study them privately the following day. He thought he would be able on January 16 
to let fite have a paper stating what he might be able to accept. When 1 should send in lii> 
draft however n should be sent as my ideas rather than his. I told Mtisaddiq ihar any 
document which I sent in as a redraft would be sent only with the understanding that he had 
assured me that if the British accepted it lie would both" sign it ami give it maximum public 
■ujppori The Prime Minister said llt&( the interest which the United States Government had 
taken in the problem wi s greatly appreciated by him. 
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EP 1533/7 Ho, M 

REPORT BY THE STATE DEPARTMENT OF A DEAL BETWEEN 

ITALY AND POLAND 

tU 

Mr Edm to Sir Victor Mallet i Home) 

Foreign Office, 

(No. 31, Confidential) Jartittiry 17, 19$$+ 

It is reported that the s.s, Miriella, a tanker which is on charter to an Italian linn, 
Supor, in which the Fiat Company have a major interest, is due at a Persian port very soon, 
perhaps today. According to the Anglo-Iranian Oil Company's representative at Rome, the 
s.s. Miriella will take on a cargo of Persian crude This transaction is understood to be 
part of a three-cornered deal whereby Persian oil will go to Poland, Polish coal to Italy ami 
Italian Liaclors and machinery to Persia. The Mirfoltux cargo may be taken to Trieste for 
retin mg by the Aquila Refinery in which a director of Fiat is known to have an interest. The 
products would then be transhipped to Poland. Allemalively. it may be taken to Gdynia 
and refined there. 

2 r It is most regrettable that this attempt to lift Persian oil should be made when we 
may be on the point of reaching a settlement with Dr. Musaddiq* under which the AJ-O.C 
would formally waive their objections to the safe abroad of Persian oil and oil products. It 
would be particularly regrettable if the first oil to be lifted as a result ot this settlement were 
to be transhipped to a Soviet bloc country 

3. You should therefore approach the Italian authorities immediately and speak on 
the following lines.r—- 

ird Her Majesty’s Government are concerned at the press reports that this Italian tanker 
is about to load Persian oil, despite the clear judgment of [he Aden Supreme 
Court in the case of the Rose Mary Wc trust that ihe Italian Government 
will confirm their previous assurances that they will not permit the import of 
Persian oil into Italy. 

W As the Italian Government will he aware. Her MijestyV Government and the Glided 
Slates Government have been striving hard to reach a settlement of the oil dispute 
with Dr, Musaddiq and recent conversations in Tehran may result in such a 
settleroenl in Ihe near future. It would therefore be most retire e table if the trans¬ 
actions with the Italian htin operating the s.s. Miriella should, at the last moment, 
give rise to difficulties between the Anglo-Iranian Oil Company and the Persian 
Government and thus impede an early settlement of the dispute. 

<H It has bran reported on good authority that the Lilian firm concerned intend to .sell 
Ihe cargo of Persian crude io Poland either in crude form or after refining, possibly 
in the Aquifa refinery in Trieste. Such a transaction, involving the supply of an 
important strategic material to a Soviet bloc country, would be regarded most 
seriously by the Consultative Group on East-West Trade in Paris and in particular 
by ourselves and ihe Americans. 

4. In making these representations to the Italian authorities, you should urge them to 
take whatever action is open to them to cause the Italian firm to order the x.v Mtrielb to 
Withdraw' or to pick up an oil cargo elsewhere in the Persian Gulf. 

5. United States Embassy here tell us that your United States colleague has already 
drawn the Italian Government's attention to reports about supplying oil to PoUnd and hfis 
axked for information about Super's activities. We understand that the Italian Government's 
reply does not deny these reports and that he may he instructed to lake up the question again. 
Please keep him informed of your action, and encourage him [o support you. 


HP 1533/6 t2l 

Sir V, Mallet to Fete iff a Office. {Received January fib 

Rome* 

<No. 3J. Confidential) January IS. MJ. 

Your telegram No. 31: Persian Oil. 

Minister and United States Minister made joint representations this morning to Ihe 
Director-General of Political Adairs, who, although ignorant of the maticF. at once gave 
categorical assurance that no licence would be issued bv the Italian Government for trans¬ 
action of the nature described, which would be wholly contrary to Italian policy Question 
of Siting orders to the (anker were more complicated, but he would see what he could do. 

Foreign Office please pass to Washington, L K Del,, Paris, and Trieste us my id mams 
™ 0s - L I and I respectively. 
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LP 1531 /106 

REJECTION BY Dr. MUSA1HHQ Of THE ANGLO-AMERICAN 
PROPOSALS OF JANUARY IS 

Mr. Edit i to Sir Roger Ma kins {Washington) 

Foreign Of]ice. 

(No. 302. Confidential) January 2J, IMS. 

My telegram No. 250 (of 20ih January! Persian Oil. 

Ai the moment when the new United Staler Administration assumes office we are faced 
with important and perhaps critical developments in the nil dispute. Dr. Musiddaq has 
rejected the proposals pm to ham on January 15. These were the result of weeks of close 
consultation between the United Kingdom and United States Governments and full account 
was taken of the point of v.ew of ihe United States Government and of what I understood lo 
be Dr. Mmaddiq's point of view. Dr Musaddirij has asked us to consider " counter proposals " 
which strike ai the basis of the position which our two Governments agreed to adopt. While 
I Was glad 111 be assured that the Stale Department considered we must continue to work on 
ihe b. sis of lire proposals oi January I $ T it seems to me that ihe revised drafts which they have 
submitted for our consideration, together with their comments, in fact amount to meeting 
Dr. Musaddiq's “counter proposals ” on a number of fundamental points, I hope the 
following pjragruphs will make it dear why I regard this as unsatisfactory. 

2. In spite of Mr, Henderson's attempt to clarify Dr. Mussddiq’s views On January 19 
it is impossible to stale with any degree of certainty what his present position is. U is 
abundantly clear however that the effect of hs^ “ counter proposals *’ is to prejudice A.LO-Cs 
right to submit their full claims before the International Court and lo reduce almost to nil 
the pmspecl of Persian oil industry being re-established on a sound fooling Thus the 
A.LQ.C. are unlikely lo obtain fair and adequate compensation; the United States arc in 
danger of finding (hat the arbitration which they set out to buy is nothing but a mockery; 
and neither the United States nor lhc United Kingdom will have brought any nearer the 
economic and political dabi'iiy of Persia which is one of ihe objectives they have in common. 
On the other hand they may well have created : situation of restlessness in the Middle East 
resulting from the spectacle of Persia reaping a handsome reward for her behaviour towards 
ihe A.I.O-G 

3. Her Majesty's Government are not prepared to vai^ their position on points which 
they regard as fundamental. They, of course, see no objection lo Dr. Musaddkfs suggest ion 
that the International Court us such should be asked to adjudicate the question of compen¬ 
sation ansi that the parties should therefore ba the Governments of the United Kingdom and 
Persia. This jc what they themselves have repeatedly urged end they sec no virtue in Dr. 
MusaddiqN abandoning a position which he had himsdi artificially created. I note that the 
Slate Department do not dissent from the view that Dr. M Lisaddiqs “counter proposals ” are 
unacceptable and that they do not seek lo press Her Majesty’s Government to make con- 
cessions to nieci Dr. MuiadJiq. II appears, however, from the redrafts which we have been 
asked to study tha t Ihe United Slate* w ish to go to considerab’c lengths to meet Pr- Musaddiq’s 
“counter proposals They have in particular suggested that wc should modify ihe terms 
of reference for arbitration in n sense stilt more favourable to Dr. Musaddiq and they seem 
ready to accept in its entirety Dr. Musaddtq's proposals tn regard to sales of oil. both lo (he 
Agency of the Un<ted Stales Government and to the projected " international Company". 
These points are examined in my two immediately following paragraphs. The fact that my 
criticism docs not at prevent extend beyond them must not of course be taken to imply that 
I agree with the United Slates attitude in regard to other points, 

4. Dr. Miisuikliq has hitherto taken the line that he admits the A.I.OC. may claim 
compensation for loss of future profits and that they will be free to do so if they select the 
Coal Mines Nationalisation Act as a basis for adjudication, but that he is not willing that the 
wording of the terms of reference should make this fret clear on (hr face of il. Our draft met 
hK point fully. Now he reverts to the position which he adopted when the Joint Proposals 
were under discussion and ins’sls on “inflexible " terms of reference which he clearly hopes 
will prevent the tribunal from entertaining the- Company's full claims. To agree now that 
the words to which Dr. Musaddiq has taken exception (particularly lhc words “loss of the 
Company's enterprise in Persia ") after whet Dr Musaddiq has said on the subject would 
gravely weaken the Company’s p virion in claiming compensation for Toss of profits under 
the concession, rot only because the altered terms of reference wi'l not be sufficient indication 
to the Tribunal that they must regard such claims as admissible bu( also because it would be 
open to Dr Muscddiq to plead that he had asked for the omission of the words quoted above 
land that Her Majesty’s Government had agreed) for the precise reason that he wished the 
Company's claims to be limited in this manner, Her Majesty's Government have from the 
outset been ready to accept the risk that an arbitral tribunal might decide on the evidence 
thiii claim-, for future profit* under the concession were not fully justified, but they arc not 
prepared leliberatdy lo court the risk of such claims being ruled out as inadmissible under 
the terms, of reference. They cannot therefore agree to the amendment put forward by the 
United States in accordance with Dr Musaddiq's wishes. 


ly 

5 Dr, MusaddiqN ostensible reason for reducing his request for United Suite* financial 
aid from SI00 tn. to 5-50 m. is that he cannot justify to public opinion ihe 
payment of interest sn the event of delay in the delivery of oil to the United Suites Government 
Agency. His real reason is surely his reluctance to commit himself to enter into commercial 
negotiations with the '* International Company ” let alone in a way which would give the 
United States a means of insisting that he honour this commitment. His suggestion for a 
separate declaration of readiness to enter into sale* negotiations with the " International 
Company ” is inadequate since it does not prescribe a dale for such negotiations much less 
provide an assurance I hat negotiations will actually lake place. I am disturbed by the ea.se 
with which the United States seem prepared lo withdraw their proposals in the face of Dr, 
Musaddiq’s objection. There was great merit in those proposals. By suggesting a figure a* 
high a$ $!QQ m. they were giving Persia the immediate financial aid which she requires. By 
parcelling out their assistance in instalments and lying this to ;? Persian undertaking to cuter 
into negotiations for commercial sales, they were providing tolerable assurance that the 
A.LO.C. would receive some compensation and that Persia would derive continuing benefit 
from the rehabilitation of Iter oil industry. If ihe United Stales concede that the conditions, 
of payment can be changed, they will destroy the essential pattern of their plan lor helping 
Persia and will do so in a way which is most damaging to themselves, to the United Kingdom 
fnd to Persia Her Majesty’s Government could never be a willing party to such a iransaerion 
Even if the United States maintain the conditions of payment and reduce the amount Li> S50 m., 
they will involve themselves and Her Majesty's Government in great risks, for it is evident 
that (he smaller ihe total amount the less the likelihood of a commercial contract materialising 
(because the greater the likelihood! of Persia repaying the advance nut of existing slocks and 
with her own technical resources!, and the less the likelihood of the A.I Q.C. receiving com¬ 
pensation and of ihe United States and ourselves achieving our long term objectives in regard 
to Persia's well-being. 1 hope therefore that the United States will give Dr. Musaddiq the 
obvious answer, namely that investigation has. shown that payment of interest can be waived 
and that the difficulty in the way of Dr. Musaddiq’s accepting the advance of SKXl m. (on 
which he was vigorously insisting less than four weeks ago) was thus removed. If Dr. Musaddiq 
then insisted on taking only S5Q m„ he should be (old that this can lv agreed, but that in that 
evert (he initial advance will be $25 m. and that the remainder will be pc id by instalments 
of 55 m, on Lhc same conditions as at present proposed, You will understand that t would 
regard this w?«md alternative as |u.« satisfactory than that Dr. Musaddiq should be induced 
(o accept the original offer as il stood. 

6. The new United States Administration may like to liave an account of the ground w c 
have covered in trying to reach a settlement with Dr. Musaddiq, This account will bring out 
(he extent to which we have continuously modified our position in an e I Fort to find an accom¬ 
modation wilh Dr Musaddiq. 

7, At the time of ihe United Kingdom—United Stales discussion on Persia in November 
1951 Her Majesty's (iitvcmracnt emphasised four principles which must be safeguarded in 
any eventual solution of the oil dispute. First, (he A.I.O.U. must receive fair compensation. 
Second, ibis compensation must be effective, that is to say (here must be ihe assurance that 
compensation would in fact be paid and that therefore the Persian oil industry would be 
efficient since it is impossible for her to pay compensation except Through the produ.U 
of that industry. Third, Persia must not obtain belter terms as a result of her expropriation 
of the A.LQ.C. than other Middle Last countries who fulfil their engagements under existing 
oil agreements. Hot must she be seen to benefit by her wrongful action in nationalising her oil 
industry in contravention of her explicit undertaking not to do so, Fourth, there must be no 
discrimination against die United kingdom. Under (he Joint Proposals of the 30lh August 
Ehi.’ first principle was safeguarded by the provision for reference of the question of com¬ 
pensation to the International Court of Justice on satisfactory terms of reference. As regards 
the second. Her Majesty's Government did HOT insist on any explicit assurance that Persia's 
oil industry would be efficient. They relied instead on the belief that (he sanction of the 
Court’s award, combined with a desire on the pari of Persia to restore her damaged economy. 
Would result irt the oil industry being built up to a reasonable standard of efficiency, The 
third principle would be safeguarded by the certainty that in negotiating a commercial con¬ 
tract with Persia. A.I O.C. would be guided strictly by commercial considerations and that 
the terms of the eventual contract would therefore by definition be no more advantageous 
to Persia (han those of existing contracts to (he other countries concerned The question if 
the fourth principle would, it was hoped* not arise provided that there was no suggestion that 
British technicians as such had been excluded. 

S. Thill (lie Joint Proposals, with nil the concessions to Persia which they Involved, 
were rejected by Persia, was due to a number of reasons, political, financial arid psychological 
Not (he leasi of these was lhc belief that the United States Government were nol firmly behind 
ffic proposals and that if the proposals were not immediately accepted, the Untied Stales 
Government would either induce Her Majesty's Government to make further ami still more 
^tractive proposals, or would them selves come forward to help Persia om of lhc financial 
difficulties. This betief turned out to be fully justified. Before lhc end of December she 
United States Government was offering Persia 5100 sn, in place of the 510 m which they had 
offered .it lhc end of August, tier Majesty’s Government gladly gave their consent to this 
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increased offer* since the conditions tinder which (he sum in question would be paid seemed 
likely to facilitate rather lhan to impede the conclusion Of a settlement Of the oil dispute 
within the framework of the Joint Proposals, The proposals of the 15th January however 
were not only preceded by e'ose consultation between the United States Government and Her 
Majesty's Government and therefore constituted in the full sense of (he word a joint offer, 
which could only be modified by agreement between them. What is more important, there 
had also been preliminary discussions with Dr. Musaddiq with the object of ensuring so far 
as possible that the offer eventually to be made to him should be such as he could reasonably 
be expected to accept. In this process, repeated concessions were made by Her Majesty’s 
Government not to Dr. Musaddiq but to the United Slates Government, who believed that 
without these concesstons the offer would inevitably be rejected by Dr. Musaddiq. and who 
also insisted thai it was esseruLl to reach a settlement with him before the 20th January. As 
a result, the negotiations with Dr. Musaddiq carted with Her Majesty's Government in a 
position which allowed no room for negotiation because no further retreat on their pari was 
possible. They had gone to the furthest limit in regard to the terms of reference for arbitration, 
and they had" even agreed that the commercial negotiations for sales contract should be 
conducted not by the A.UO.C or a subsidiary, but by an *■ international company " in w'hich 
the A-I.O-C would be no more than a pj met pant and which has not yet come into being. 
They therefore cannot now make further concessions except on points of presentation* since 
to do so would fatally compromise the principles on which they must continue to insist, 

9 r Even if Her Majesty's Government were prepared to make further concessions twh L ch 
thus arc notn n would seem most unwise to do so, for the following reasons Dr. Musaddiq 
has run true to form when confronted with written proposals, tf we now go back eo him with 
redrafts which go some way to meet his objections, we shall merely encourage him as in the 
past, to believe that bv maintaining pressure arid striking emotional attitudes, he will prevail 
upon the United Stales Government to induce Her Majesty's Government eventually to make 
further concessions even to the point of cupiLulalion to his full demands. The fact that when 
Mr. Henderson saw him again on she 19th January. Dr. Musaddiq had advanced hk demands 
beyond those which he made on the 17th January in at least two particulars, should surely 
convince u% of the uselessness of such tactics lam sure that we must on the contrary con¬ 
front Dr. Mustddkf again as soon as possible with what is substantially the proposals of the 
15th January In the belief that the United States Government wilt share this view l sha'3 
he sending you separately a revised draft arbitral agreement iwhich to plcfsc Dr. Musaddiq 
I am prepared to call by any other appropriate mime) with my comments on ihe provisions of 
ibis draft relating to the arrangements for (he discharge of the arbitral award* and also a 
detailed statement of my views on the pro visions which ought to be included in the draft 
agreement with the United States Government Agency. I consider it very desirable that so 
far as the arbitral agreement is concerned, the document which Mr. Henderson should have 
in hk hands and eventually present* should be the United Kingdom draft, I am sure that 
the United States Government would agree that no redraft of the agreement with the United 
States Government Agency should be presented to Dr. Musaddiq except after full agreement 
has boon reached between our two Governments on this point Indeed 1 hope that the United 
5: tes Government have accepted the view expressed in my telegram No. 250 that Mr, 
Henderson should not show himself lo he involved in furlheir discussion with Dr Musaddiq 
until he has received further instructions after full agreement has been reached between our 
two Governments* 

10. I shall he glad if you will see, in whatever way you think best, that the view* in this 
trice rum and in [he further telegrams to above, are brought urgently to the attention of Mr. 
Dulles. You need not await the : rriva] iff those further telegrams before acting on the present 
telegram. 


EP IGI6M No. 13 

SUMMARY OF EVENTS PERSIA 1952 

iNo, 15 , Confidential) Qtcembtr JL 1952. 

On January I, 1952, Persia had experienced eight months of government by Dr. 
Musaddiq. During that period her great oil industry had been brought to n standstill, her 
economy had moved front bad m waive and her internal security had deteriorated. Dr. 
Musaddiq. it appeared* had no intern ton of reversing his policies merely because they failed 
qnd were likely Eo prove disastrous. But all this had had little perceptible effect on the 
strength of Pr, MusaddiqN own position in Persia. He was still the idol of the Tehran mobs 
and able to use this popularity to cow all the politicians opposed to him. During 1952 his 
increasingly autocratic tendencies and his evident desire to weaken the influence of the ( town 
and of [fie legislature in favour of his own bred considerable opposition to him. which came 
out into the open after his return from The Hague in June. Thereafter it appeared that 
Mtuaddiqb opponents, if only (hey would hang together and act with courage and decision, 
could have ousted him for good. Bm the Shah's fatal weakness of character once more 
ensured a victors for the forces of disorder Persia suffered the consequences of this weakness 
and of Musaddiq’s extraordinary buoyancy. 


II 


2. The British and United Slates Governments made two more attempts lo soke the oil 
problem. The first, using the intermediary of the International Bunk, foundered on 
Musaddiq s intransigence. The second, witting as it dad just after Musaddiq had scored a 
sensational triumph over his domestic opponents, was probably doomed to failure from the 
start. Its rejection led rapidly to the rupture of diplomatic relations between Persia and 
Great Britain, a step which seriously impaired ihe prospect of any settlement of the oil 
dispute. 

I>—January 1 June 24 Stirring* of opposition to Dr Mutuitltliq: kiiiun of the 1 Initrnatiofiai 

Bank tfisiJfMJ 

3. Dr. Musaddiq started the year with considerable assets. He had inspired almost 
universal* if often reluctant, admiration as the champion of nationalisation: he had his own 
oratorical ability, line mob support which could he commanded by demagogues like Kashani, 
Baqai and Makki and the acquiescence of the Tudeh (.Communist) Party. But the Parlia¬ 
mentary group committed to his leadership was small and there seemed no reason why he 
should "not, like most Persian premiers, eventually fall out wi(h (he Majlis acid be forced to 
resign.. 

4. Parliamentary opposition although uncoordinated, had in fact increased as his 
methods became increasingly dictatorial and his policies more obviously unsuccessful. The 
opposition Press continually attacked him «rd Ihe New Year found a number of deputies in 
sanctuary in the Majlis and an irikrrpdhiiion outstanding: Dr. Musaddiq agreed to answer 
the interpellation on January 22. but eventually instructed his supporters to boycott the Majlis. 
No quorum could be formed a ad similar manoeuvres prevented any further meeting of She 
Majlis before February 19 when it'' term came formally to uu end. 

5. Meanwhile Dr. Musaddiq proceeded to weaken British influence in Persia by all 
means in his power, A Note of January 9 alleged increasing British interference in Persian 
internal affairs and threatened serious action if it did not cease. A further Note of January 
12 demanded the closure of al! British Consulates bj January 21, In spite of repeated rep¬ 
resentations the Consulates had to be dosed Next, the Persian Govern mem. contrary to 
established diploma Etc courtesy, made public its refusal to accept the Honourable R M. A 
Hjpfcey as His Majesty's Ambassador, on the grounds that he had previously served in Persia, 
Sir Francis Shepherd, whose appointment lo Warsaw had already been announced, left Tehran 
on January 2ft and no successor could be appointed. 

6. Dr. Musaddiq continued to block all attempts id solve the oil problem. It had been 
suggested that a solution might be found in interim management of the Persian oil industry 
by the International Bank’s acting as trustees pending a final settlement. An investigating 
mission of the Bunk visited Abadan. On February 1 1 » strong team representing the Bank 
began discussions in Tehran, but reached deadlock on Dr. Musaddiq's refusal to agree to 
the employment of British technicians Further discussions merely revealed further 
differences’ Dr, MussttddiqN continued failure lo reach a solution alarmed responsible 
Persian opinion ant! the Senate demanded to be consulted. Pr Musaddiq yielded to the 
extent of allowing direct contact between the Parliamentary Oil Commission and the Bank’s 
representatives. Some progress was made, but a new deadlock followed when Dr. Musaddiq 
insisted that the Bank could only operate in Persia on behalf of the Persian Government. 
The basis of the Bank’s approach bad been that it should act as an impartial trustee for both 
parties lo the dispute and il was this that Dr. Musaddiq now rejected, Disc unions were 
finally broken off on March 15, The Shah expressed his grave concert) to Her Majesty’s 
Charge d'Alfaires and his intention of giving Dr Musaddiq only one more chance, pr. 
Musaddiq spoke of balancing an oil-lcss budget. Despite optimistic propaganda the Persian 
Government could find ho serious buyers for their oil- Preparations continued on both sides 
for the proceedings which Her Majesty's Government had instituted before the international 
Court, 

7 Although opposition in the Majlis had been largely silenced, the Senate continued 
10 give expression to the increasing dissatisfaction with the Government criticising in particular 
Ihe financial manoeuvres with which it sought to overt economic collapse, its failure toAccitre 
utt oil settlement and the deterioration of public order. The rice lions for the Majlis which 
started on January 26 caused many disturbances On February 15 a member of the 
Fida'jyanddslam very nearly assassinated Dr, Fatimi. one of Dr Musaddiq % right hand men. 
Comp]aims to the Senate showed lhai Dr. Musaddiq was losing Ihe support of the Bhutan r. 
and she Opposition press redoubled \i& attacks. On March 15 the Senate held a secret session 
lo consider its attitude to the Government: but although it could extract no better answer 
from the Prime Minister lhan vague promises and the customary lirade against imperialism, 
the Senators eventually decided to adjourn for the Persian New Year. 

8, On March 2ft serious rioting in Tehran and Tudeh aiiacks on the police illustrated 
the cffecl of the Government's leniency towards (he Tudeh, The Persian security authorities 
were writ aware of the danger, and prepared to meet it but were hampered by the Govern¬ 
ment’s refusal! to authorise any drastic action, and the Party continued to flourish. Increasing 
its penetration of Government Departments, particularly the Minislcries of Justice and 
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Education. un«i subversion of junior oil ice rs and N.C.Qs, of ihc forces' »ls newspapers were 
freeh published under transparent cover But she doling oj March 28 at last impelled the 
Government to declare mam;si law in Tehran. 

9. The new Majlis opened on Ap.il 17, although many constituencies were Mill unrep¬ 
resented. ihe Government had sham tidily rigged Ihe elections, but many of the new 
deputies, although elected w 4 (h Government approval, could not be relied on for more than 
temporary ; nd conditional support. The National Front remained a heterogeneous organi¬ 
sation with no effecti ve party discipline. Dr, Musaddiq himself soon showed his dissatisfaction 
with the Majlis by ttai-ming that a number of deputies had -been fraudulently elected and Odu’.d 
be unseated. lie obviously meant to intimidate any members who might be thinking of 
opposing him, 

10. T his manoeuvre was not particularly successful, for the Opposition was able to 
retaliate dice Lively by attacking the credentials of Government supporters. In the evert only 
one deputy was undated, but for a month members of the Majlis squabbled among themselves 
and hud no Lime to attack the Government. The Senate continued to criticise but never found 
the courage to pass an adverse vote. 

I I. On May 28 Dr. Musaddiq left far The Hague to present Persia's case before the 
international Court. Before doing so he ordered the suspension of u r l outstanding elections 
(because of continued difficulty in securing the election oi Government candidates), and 
broadcast n violent attack on ihe United Kingdom. There followed a period of relative calm* 
in which public attention concentrated on the proceedings at The Hague and on the detention 
.it Aden of the tanker Ron Mary carrying Persian oil lo Italy, But opposition to ihe 
Government was gaining strength in bath Senate and Majlis. 

//. June 24 July 21: Open Revolt against Dr . XtuMuldiq: its fait arc 

12, On June 24, Dr. Musaddiq returned but hi.', welcome was uncnthusiastic despite 
strenuous organisation. The Shah* emboldened, let it be known that he wished Dr, 
Mtisaddiq lo fall provided that he himself was not required to push. On June TO Dr. Imami 
(the Imam Jumehi whose opposition to Mitsuddiq was well known was elected President 
of the Majlis- Dr. Mus&ckiiq threatened resign a lion but the Shah refused to intervene. 

13, On July 4 Dr Mu sudd iq tendered the Government's traditional, although in this 
aise belated. resignation on the forma lion of a new Majlis ihus presenting an excellent oppor¬ 
tunity for his replacement. But the Opposition 'n (Ite Majlis were mill not sufficiently 
determined and everything depended upon a clear lead from the Shah, Irresolute as ever, 
he hesitated whether to choose some candidate who would be submissive to his own wishes 
but too weak to control the siluation or Qavam-us-SuUaneh who might be strong enough to 
govern and whom for that very reason he suspected 

14 On July 5. the Shah encouraged Cavan ui prepare to assume power and on the 
following day instructed the Speaker of the Majlis to obtain a vote of inclination in his favour. 
The Speaker replied that if a vote were taken before ihe Majlis had time to consolidate its 
ranks it would be in favour of Dr, Musaddiq, but the Shah insisted on an immediate vote. He 
then summoned the Maj'is Commit lee end the Senate Committee, but addressed them in 
ambiguous terms which were interpreted as a preference for Dr. Musnddiq. Largely t.s a 
result of this intervention the Majlis gave Dr. Musaddiq an overwhelming vote of eo Tide nee 

15. Tbe Senate was apparently fully prepared to vote again si Dr, Must ddiq when it 
received n categorical intimation ihui the .Shah (no doubt scared by mwi wished a unanimous 
vote in the Prime Minister s favour. Even so, the Senate first refused to vote at all and later, 
after pressure from ihe Shah, gave only 14 votes for Dr Musaddiq with 21 abstentions. Dr 
Mus.iddiq eventually agreed lo accept office At a private session on July 13 he asked for six 
months' full powers, giving only (he vaguest summary of his programme. He also demanded 
thai the Shah give him control of the Armed Forces by making him Minister of War with the 
right to nominate the Thief of Staff. The Shnh. not prepared lo .sacrifice his prerogatives in 
relation to Ihe Armed Forces, refused, and Dr. Musuddiq resigned on July 16. 

16 Dr Musa ddiq having thus given hi*, opponents ? second chance Quvum received a 
vote of inclination for the Majlis on July I 7 , hut the burst of Imperial courage was short ’ivetf. 
Protected by hi* parliamentary immunity. Ka&hani launched a campaign of denunciation and 
incited the Army and police lo divEuyelly. The Tudch called for demonstrations and a genera! 
strike and offered Dr. Musa ddiq an alliance to overthrew Oavarn. The latter* although 
inadequately supported by the Shnh, who still refused a dissolution of the Majlis, agreed to 
remain in office. Serious rioting broke om on July 71. and although (He security forces 
maintained ihe uppe hand, these riots finally cowed (he Shuh. who accepted Oavam's resig¬ 
nation with relief and ordered both the Army and Police to withdraw, leaving the mob in full 
possession of ihe town. 

17. On the following day the M.ijlis inevitably voted for Dr. Musaddiq. At the same 
time the verdict of the international Court, which had been announced on the evening of July 
21, became generally known in Tehran. Its decision that il was incompetent m c insider the 
oil dispute was naturally interpreted in Persia as a complete endorsement of her case and 
crowned Dr MiiMiddiq's triumph. The Shah capitulated to his demands, confirmed him in 
office as Prime Minister, appointed him Minister of War and accepted his nominee as Chter 
of Staff. 
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18, The vacillation of the Shah lud ihus given lo Dr, MtiSflddiq an apparently decisive 
victory. Neither the Majlis nor the Army could oppose Dr. Musaddiq without the Shah’s 
support and the Shah himself yielded to mob pressure. There now seemed no chance of 
replacing Dr. Musaddiq by cons!iuitiona] means: He would now relinquish power only to 
something or aomenne more ruthless and undemocratic than himself. The Tudch had been 
greatly encouraged, and their chances of power had increased. 

Ill July 21 December Jf Rene wed attempt to wire the Oft problem, break-up of the 

National Front 

19 , Parliament now voted Dr. Musaddiq full powers for six months to enact his 
+ 'programme of reform”. The Majlis passed Government-sponsored Bills* obviously 
designed to appeal to the mob, confiscating the properly of Qav.mi and portioning the assassin 
of General Razmara, But although parliamentary opposition was now silenced. Dr 
Musaddiq still faced many difficulties. The economic condition of (he country continued 
lo deteriorate. For the first time differences began to appear in the National Front as Dr 
Musaddiq dictatorial methods and administrative failure caused increasing exasperation. 

A symptom of these diffettrtcifcs w?s the election of Kasham as Speaker ol the Majlis cm 
August 7. Dr. Musaddiq had certainly hoped for a less forceful candidate, for he had good 
reason to distrust Kantian!'$ ambition. 

20, Before however any new threat to Dr, Musaddiq could develop, attention was again 
diverted to the oil problem. Shortly after his return to power on July 22 be had made through 
Mr, Middleton, Her Majesty's Charge d* Affaires, a proposal that the oil dispute should be 
submitted to impartial arbitration. He withdrew the proposal before it could be answered: 
but on August 7 Mr, Middleton received a Note which contained* at the end of a Airing of 
accusations and claims for damages, an offer to discuss compensation. Views were exchanged 
between Loudon and Washington art! a reply to the Persian Note was agreed in the form of a 
Joint message to Dr, Musaddiq from Mr, Churchill and Mr Truman. 1 he question of com 
pc fi sal ion was to be submitted to The Hague Court and that (he Persian Government and the 
Anglo-Iranian Oil Company were in negotiate a resumption of the flow of oil. On ihcsc terms 
A,I.U,C. would do everything possible lo move existing oil stocks and would make advances 
against them to the Persia it Government. Her Majesty’s Government would relax restrictions 
on exports to Persia and on Persian use of sterling ansi the t niied States Government would 
make an immediate grant of $10 million, 

21, These proposals were put informally to Dr Musaddiq on August 27. Ihs first 
reaction was uncompromising and bitter. They were nevertheless formally delivered and 
published on August 30. Gif the same day Dr, Musaddiq published a comm unique asserting 
that Persia would never accept such props ah, and that he would summon the Senate and 
Majlis to draw up the terms of a reply. On September 7, he laid his detailed objections before 
the Persian and foreign Press, and at a meeting of the Majlis on September 16 a speech was 
read Cm his behalf attacking the A I O.C. and Her Majesty \ Government, setting out counter¬ 
proposal* and threatening a rupture of diptomctic re unions with the United Kingdom. I .te 
Majlis and the Senate gave Dr. Musaddiq a vole of confidence A formal reply to the Anglo 
United States proposals was delivered on September 24 in a letter frotn Dr, Musaddiq to Mr, 
Churchill with a copy to Mr. Truman. Its terms were Ln esse rice an offer to submit the 
question of compensation to the International Court provided that A.I.O.C- s claims were 
Fruited to the value of physical assets in Persic and excluded loss, of profits, that Persian 
counter-plans were not limited in any way and that the A.I.O.C. paid in advance £49 million 
convertible into dollar*. (This was ihe sunt which would have been due to the Persian 
Government had the Supplemental Oil Agreement o! 1949 beer, ratified.! The Persian oiler 
was to be accepted without amendment and was to remain open only for 10 days. 

22 After consultation. Her Majesty's Government and (he United Stales Government 
decided to provide further explanations of the joint proposals of August 30. anti messages in 
simitar terms from Mr, Eden and Mr. Achesqp were delivered to Dr. Musaddiq on October 5 
These did not discuss the Persian counterproposal* of September 24 ami ennphtisised that 
the joint proposals of August 30 had accepted ihe fact of nationalisation of the Persian oil 
industry and had not suggested the revival of the A I.O.C.N 1923 concession or foreign 

management* 

23, The initial reaction of Persian opinion was comparatively favourable, but Dr, 
MttsaddiqN reply delivered on October 7 demanded that representatives of ihe A.1.0 C with 
full powers should leave for Tehran within a week to discuss the Persian counterproposals ol 
September 24 and that the com party should pay lo the Persian Government before they left 
£20 million out of the £49 million, ihe remainder to be paid within three works. The reply 
ended with threats of unspecified consequences. 

24 Her Majesty's Government's reply was delivered to Dr Musaddiq on October 14 
without any supporting action by the United State; Government. It set out Her Majesty's 
Government’s reasons for rejecting the Persian counter-proposals oi August 24. repeated the 
explanations given in Mr. Eden's message of October 5 and formally re-stated, ihe position 
of Her Majesty's Government, The latter, it was staled, accepted the nationalisation of the 
oil industry as a fact and did not seek to revive ihe 1933 concession; bui they claimed just 
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compensation for the Company, including compens*lion far the termination of the connexion, 
and considered that this issue should be referred to I he International Court. A* soon as the 
terms of this referertee wuld be settled the A.I.OX. would be ready to open negotiations on 
the line> of the Joint Anglo-American proposals of August JO, 

2i. The rupture of diplomatic relations with the United Kingdom now seemed inevn 
liibte unless Dr. Muscddkj was dismissed. This however was unlike y. for Kushant. the only 
person with a chance of supplanting him, was not prepared openly to attack Dr Musaddiq 
unless he was certain of success, Moreover, even if he or some politician with bit support 
were successful 'such as General Zahidi, now favoured by the Parliamentary opposition} hide 
change ol polk) was to b: hoped for. since Kashani fully supported Dr. Musaddiq on the 
issues of oil and diplomatic relations with the United Kingdom. 

26, Dr. Musaddiq however dearly I cared some danger to his position. On September IK 
he reorganised the command of the Guard Division in Tehran in order to reduce the chances 
ol .1 military coup d'etat and on October 13 he announced (lie discovery of a plot involving 
General Zahidt and Her Majesty's Embassy. General Zuhidi defended himself successfully, 
but the manoeuvre made it the more certain that ms one would oppose Dr. Musaddiq in the 
rupture of diplomatic relations w ith the United Kingdom. 

27, The Shah and the United Stales Ambassador urged moderation, but on October 16 
Dr Musaddiq stated publicly that diplomatic relations with the United Kingdom were now 
futde. The Tudeh and Kashani clamoured for a rupture and all speakers in the Majlis on 
October 19 and 21 urged Dr Musaddiq to take the plunge. His decision was never in serious 
doubt and the formal communication breaking off diplomatic relations reached Mr. Middleton 
on October „2. He i ml ihc Embassy stuff left or November U the Embassy premises and the 
protection of United Kingdom interests in Persia being entrusted to the Swiss Legation. The 
Swedish Government assumed the protection of Persian interests in the United Kingdom. 

2S Even before he had succeeded in breaking off diplomatic relations. Dr. Musaddiq 
caused his supporters to attack the Senate which had consistently opposed him and provided 
much of General Zahddfs support. On October 24 the Majlis passed a Bill closing the current 
session of the Senate and reducing its legislative term to two years. The Shah wrigg'cd but 
as usual cupindated.. 

29 Dr. Musaddiq suppressed further obstacles in his path by dissolving the Supreme 
Court of Appeal and the Disciplinary Court and retiring a number of senior officers But he 
was now faced with more serious differences within the National Front and showed signs of 
realising how serious a threat the Tudeh had become. Amid gcnerrl criticism of the 
Government in the Majlis. Dr. Baqai, hitherto One of his prominent supporter* and leader of 
the semi-fascist "Toilers 1 Parly " declaimed against the new internal; security law which 
forbade demonstration? and strikes m Government Departments and was primarily directed 
at the Tudeh. fly the cud of November Ministers were refusing to attend the Majlis which, 
they considered, hud insulted them: Kashani is Speaker, refused ary apology. On Dc.tin- 
her 4 the Majlis gave Dr, Musaddiq a vote of confidence, but further differences soon arose 
over Government appointments, to senior posts in lire oil inducin' and the Customs Police, of 
competent officials with no nationalist background, Dr. Baqai and his supporters again 
violently criticised the Government and Makkr resigned from the National Iranian"Qil 
Com pans On Christmas Day there were violent scenes in the Majlis and although Kashunr 
was absent his followers attacked the Government, Dr. Musaddiq was thus in serious conflict 
with three men who to;d previously done much to support him in power. 

*0. Meanwhile the election of a new Administration in the United States gave the 
Persian Government fresh hope and they redoubled their pressure on the United States 
Government making particular play with threats of a Persian collapse into communism, The 
United Slates Government tentatively suggested in Her Majesty's Government proposals far 
an oil settlement which would have abandoned the joint Anglo American proposals of 
August ^0 They issued on December 6 a statement which pointed out that the United States 
Government had no legal powers to prevent purchases of Persian nil hv United Stats com' 
panics, hut nho that such small sales, of oil were no substitute for an overall wllkniaii of the 
oi! problem, ami might lay purchaser* open to legal proceeding* elsewhere, Her Mujevn \ 
Government and the United Scales Government finally agreed to propose a " package deal " 
which was in fact a refurbished edition of the earlier Joint Proposals The United Stales 
Ambassador began discussions with Dr. Musaddiq in Che last week of December. Dr 
Musaddiq at first agreed both that loss of future profits could be taken into account in fixing 
compensation to the Anglo-! mman Oil Company and that lire: sale of oil to mi Enierimttoiuf 
company could be negotiated on commercial terms. Rut before the year ended he was already 
showing signs of returning to his previous intransigence. 

h During the test two month-, of the year economic deterioration inevitably continued 
the Government swore able Co meet immediate liabilities only by a targe and secret increase 
in the note issue Internal security remained highly precarious Despite the n-ssage of a new 
and more Mrmgcnt Press law at the beginning of December. Tudeh newspapers con (in tied to 
appear and the Party's prospects inevitably improved as Persia approached steadily nearer 
to economic and administrative collapse 
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32. The year’s event* had left little time for interest in Persia's relations with countries 
other than the United Kingdom and the United Stales, The patience of the United Slides 
Government was strained by Persian ingratitude, the consistently anti-America-i tone of much 
of the Persian Press, difficulties over the United States Military Mission and bitter attacks on 
the 11 Point IV " organisation. Reasonably cordial relations were preserved only by Lhc 
determination of the United States Government to find some solution to the oil problem. For 
the rest on!v relations with the U.5.5.R. were in any way connected with the main current of 
events. Many Persians were instinctively attracted lo the traditional policy of balancing the 
Soviet Union against Great Britain There were inevitably persistent rumours of a rupptro- 
chement with the U.S.S.R.. but Dr. Musaddiq was too cautious to move far in that direction ; 
and (he Soviet Government made no serious move, presumab’y bring content to wail for 
Persia's collapse from within. Gratuitous rudeness and the revival Of old territorial claim* 
appreciably worsened Persia's relations with her immediate neighbours, particularly Iraq 
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TELEGRAM FROM THE UNITED STATES AMBASSADOR \T TEHRAN 
TO THE STATE DEPARTMENT REPORTING HIS CONVERSATION 
WITH Dr. MUSADDIQ ON JANUARY 2H 

{Communicated by the United States Embassy on January 29} 

(Confidential) 

This evening Musaddiq asked if I could come sec him. t went immediately accompanied 
by Saleh, my Iranian assistant. Our conversation lasted approximately 24 hours. I told him 
I had not visited him for several days because I had been waiting fresh instructions from 
Washington. In view change of administration entire United Stales position was being 
reviewed in light of our various conversations 

2. Mu^ukltq said lie had assumed that change of administration might cause recess in 
our conversations. In our Iasi talk I had lofd him that I thought it would be difficult for Court 
to adjudicate question of Iranian compensation to former company by strict application of 
British law nationalising coal or any other industry He had subsequently examined coal 
nationalisation law and had concluded I was right. Law was complicated and difficult to 
understand, l: contained many provisions which had no relationship whatsoever to Iranian 
Oil problem. He and his advisers now believed is would not be practicable for Court to apply 
bw this kind to present dispute. They therefore wished to amend suggestions which they 
had made previously. He handed me document in Persian, translation of which contained 
next paragraph. 

3, "f|l The Iranian Government accepts judgment b> the I.C.J, with regard to 
■property and establishment*"* of the Oil Company in Iran on the basis of any one law 
relating to nationalisation of industries in England which would be acceptable to the 
Company. 

“ (2) In case this proposal is not agreeable lo the Oil Company* the Company may 
determine which one of the laws relating to nationalisation of industries if would like to have 
as basis of the judgment by the I.C.J.. and if may also specify the principles of such law which 
are agreeable to the Company a\ the basis of judgment in order that the question may 
receive consideration. 

” (3) Inasmuch us is may lake a long time to refer the case to the judgment of the I.C J, 
and obtain a result (and whercasi the Iranian Government would like lo settle the difference 
as soon as possible, the Ir ania n Govern men l desires the Oil Company to name the amount of 
compensation to which it considers itself entitled (regardless Of Iran counter-claim sd, Perhaps 
the question of compcn&ition can be settled by direct negotiation and without reference to 
(he Court *\ 

4 Saleh translated this document aloud paragraph bv paragraph. At end first para¬ 
graph I .Kked Musaddiq if I was to understand he now wished terms of reference expressly 
to limit compensation to " property Lind establishments " of Oil Company an Iran, He replied 
■ n affirmative, adding that in any even I coal nationalisation taw not applicable to situation in 
Iran, In England owners of mines toad title lo them, In Iran former company did rmt own 
J n y land or subsoil minerals. It owned merely certain physical property above ground and 
had right to exploit and refine oil. Iran willing to permit Company to claim compensation 
tor josses of physical properly above ground but not for loss of rights to exploit or refine If 













Iran should be willing to agree to pay compensation fur loss of such rights that would mean 
that it would be agreeing u> pay compensation for loss of future profits. Iran could not do 
that 

5 ! reminded Prime Minister of Sinqct* four previous conversations- He had explicitly 

to Id me that he would be willing to permit Arbitral ion Board to settle question compensation 
on basis any British law nationalising a British industry acceptable to former company; and 
that in answer lo questions put by me he had staled that such bits is for settlement would be 
agreeable to him even though British law selected would provide for payment to former 
owner* of compensation for toss of future profits. It was on bjsis tins statement to me shat 
our present conversations had been inaugurated. He said he did not remember making such 
statement to me. Wc had discussed many things , He thought however he had always made 
it clear that Iran would not agree to any arrangement which might involve payment of com¬ 
pensation for loss future profits. In any event, he had emphasised throughout our talks that 
anything he might say was subject to approval of Majlis He was convinced from talk inc with 
his advisers that Majlis would not agree to any formula which might make it possible for 
British to claim compensation for loss of future profits, l told Prime Minister that if that 
was his position* I feared all our conversations bail been in vain I was convinced, as I had 
told him in conversation of December 25, that British could not accept terms of reference 
which would limit compensation to Losses resulting from confiscation of physical property 
of Company in Iran. 1 was sure that whole business world won't! consider that Company 
was right in insisting shat in determination of compensation, losses of future profits should be 
given consideration. If his position as now outlined lo me should be conveyed lo British our 
conversations would probably be temtiElated. 

6. Musnddiq indicated considerable distress, maintaining he anxious for settlement. He 
suggested that second paragraph of document be translated before further discussion This 
paragraph might serve as alternative if first paragraph unacceptable. Saleh translated second 
paragraph. t said I did not think it would serve any useful purpose for Company to specify 
principles of any British law as suggested in this paragraph since Musaddiq had already made 
it clear that tic would not accept any formula which would make it possible for Company to 
claim compensation for other than physical property in Iran. Prime Minister said he did not 
see why presentation of this document would mean termination of conversations. If British 
did rn*[ like suggestions contained in it they could give cotmTcf-suggestions, I said British had 
already presented their formula in proposals which 1 handed him on January 15th, He had 
not really replied to British formula Instead he was proposing new formulae which had no 
real resemblance lo suggestion of British. Muxaddiq asked that third paragraph be translated. 

1 cold him that this paragraph, if given consideration, would transfer our conversations into 
area which t not in position to enter itoth British and Iranian Governments had Indicated 
their agreement for United State*- 10 carry on conversations in an endeavour achieve oil 
settlement on basis international arbitration or adjudication of question of compensation, 
Paragraph 3 seemed to suggest discussion of lump sum settlement. 1 had no authority discuss 
this kind of settlement 1 would submit document m question lo United Slates Government 
but in doing <o I would inform it that 3 had toEd him I unable to discuss suggestions of kind 
contained in paragraph 3. 

7. Musaddiq reverted lo paragraph 2 of document. He said he would be witling to 
consider principles involving compensation for loss of future profits provided he wav sure 
that amount to be claimed would not he exorbitant. His advisers had told him that Map is 
would never agree to oil settlement invo'ving risk even though remote that Court might find 
Iran liable to pay compensation for loss of profits amounting to £150,000,000 annually for 
32 years I tried to cop vinca him his fears groundless. Judges of Court were reasonable men 
not likely hand down decision so ridiculous. He insisted that risk existed. If British would 
let him know whal was maximum amount which it would claim he might agree, if ihm amount 
was not loo exorbitant, that Court could adjudicate claim with terms of reference 
including compensation for loss of future profits. If British desired to know size Iran's claims 
he would be wailing give it in return. 

S, ! told Musuddiq I disappointed that we seemed so rapidly to be approaching dead¬ 
lock, I had entertained hopes that settlement might be achieved on a basis which would 
leave Jn n master of its own oil industry, would offer Iran opportunity sell oil abroad on com¬ 
mercial basis, would afford guarantee Iran would not be saddled with burden indebtedness 
greater than it could bear. which would provide Iran funds to meet its financial needs -until ot| 
revenues would again begin to accrue. Musaddiq said 1 had failed in one respect, ! had not 
been able lo guarantee that Iran would not be saddled with burden of indebtedness greater 
than it could bear, I seid if Iran would be called upon to pay its, indebtedness only from 
25 per cent, of proceeds derived from sale of oil, burden would not he unbearable. Unfortu¬ 
nately Iranian Government apparently was not willing even to bear this relatively light burden. 
Musnddiq said it might be willing to bear such burden if it knew number of scars involved 
Over how many years, would Iren be expected to pay? I said that would depend upon 
judgment of Court. Musaddiq said on a basis of this kind it would not be necessary to go to 
Court. He would be willing to prevent to Majlis agreement whereby for certain number of 
years Iran would pay m settlement compensation 25 per cent of gross proceeds from its oil 

* A i received* 
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export. Only question to be settled wo$ number of years, Thai could be sett led in conver¬ 
sation of one hour if British were agreeable. Difficulty with lump sum method would be to 
satisfy public opinion in Iran and United Kingdom. Method of definite number of years 
but indefinite global amount would be much easier to sell id Eccvt to Iranian public. Another 
advantage of this method would be that Company would in sense become partner of Erin, 
Both would want to sell as much Iranian oil as possible. I told Musaddiq 3 unable discuss 
thiv kind of settlement with him. I could only discuss settlement bused upon international 
arbitration or adjudication of compensation. 

T Musuddiq .said he hoped someway could be found to prevent termination of conver¬ 
sations. H was important not only to Iran but to world that dispute be settled, I repeated in 
view of position which he had this evening assumed 1 amid. Tor moment at least, sec no way 
avoiding deadlock, 

10, My tentative comment. I do not think that Musaddiu could have failed to realise 
ihst decision of himself and advisers that terms of reference must be worded so as to limit 
compensation to loss of physical pm part) of Company in Iran would destroy all possibility of 
settlement of compensation by international arbitration nr adjudication. He hoped, therefore, 
to be able to shift converse lions to another basis, that of reaching agreement on lump sum 
to be paid ;is compensation or preferably on definite period of years over which Iran would 
pay 25 per cent, of gross proceeds from oil exports as compensation 


No, 15 

TUDEH PARTY ACTIVITY 

Sir H Makim to Mr . Eden, i Receivtif January SI J 

tNo, 75. Saving. Confidential) Washington, 

(Telegraphic) /unwary 29, 1953. 

In a telegram dated Hhh January' to the State Department, the United .States FmbasSy 
in Tehran, in a review of Tudeh activity, reports, that u group of twenty-four Tudeh activists 
bom Tehran had been convicted under Uic new public security law 1 for being involved in an 
unti-Shah demonstration on the occasion of the Shah's birthday. Sentences varied from three 
months’ lo one years forced residence on an island in the Persian Gulf. A group of Tudeh 
activists from Isfahan was similarly sentence J. Tudeh lawyers are continuing their efforts 
To obtain the release of the convicted men Despite these sentences. Deputy Baqai has 
recently been attacking the judiciary for having been lenient with the Tudeh party and for 
having released some of the more important Tudeh Jeudets. The present attitude of the 
newly appointed Director-General of the Ministry of Just ice, Manuehehri. is not known but 
in 194b he told an employee of the United States Embassy that he was a L'omrmmasi and 
" all roads lead to Communism ", 

2. Tudeh line newspapers, despite a lack of qualified personnel and police interference 
continued to appear regularly. The official Tudeh organ. Mortiom, however, failed to appear 
during the latter part of December; the United States Embassy has no information as lo the 
reason for this, 

3. Tudeh line newspapers have recently shown signs of increasing the intensity of then 
ucueks against. Point IV and the American military advisers. Since the recent Prague trials, 
the Jcwi.di-American Joint Distribution Committee has also been the target of attacks. 

-I. There are signs of increasing dissension and dissatisfaction within the rank# of the 
Tudeh party due to demands on the tints or its members mid the financial contributions 
required There is also dissatisfaction at (he failure of the parly to bring about positive 
improvements in the living standards of the workers as well as lack of protection from the 
activities of (he security forces and .lEiij-Uommunisi group*. Sources close to the Chief of 
Staff, Bahama si, report that he is taking great interest in the Tudeh parly apparently as u 
result of having been alerted by Dr Musaddiq to the potential dangers' provided bv (lie 
Communist movement. 
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ANGLO-AMERICAN PROPOSALS OF JANUARY 15: CHANGE OF 
POSITION m Dr. MUSADDIQ 


Foreign Office to Sir R Makitm. I Washington) 


Foreign Office, 
January li> 1953. 


tixlo. -*40. Confidential) 

^Telegraphic) 

Voyr telegram No, 184 and previous connect telegrams. 

1 was about to ask you to give the State Department my comments on the United Stales 
Memorandum which was received on the 2Slh January. These com men is would have shown 
what I regarded as points of substance and how strongly l felt that no further conciMLsionv 
could be made. They also would have shown that we were very ready to consider how other 
poisibi could be presented inn form in which Dr. Musaddiq could more easily accept them. 
In view of Mr. I[eadersosTs report of his conversation with Dr. Musaddiq on -Sth January 
twhkh you will have received from the State Department! we must dearly lake fresh slock ot 

I he situation. 

2 l do not wish to say " I told you so + \ but I think the United Slates must agree that 
the latest news from Tehran shows that we were right in insisting m making the proposals 
which we nut Eo Dr. Musaddiq as watertight as possible, It also makes it clear tbit lt there 
„ , deadlock this will not be because Her Majesty’s Government have been excessively rigid 
in their attitude but because Dr. Musaddiq has withdrawn from the position on which the 
whole of the proposals of 1 5th January were based. 

3 5 admire the wav in which Mr Henderson took issue with. Dr. Musaddiq on the 
question of the right of Her Majesty's Government tp claim compensation for loss of future 
profits. As Mr. Henderson pointed out ii was solely bets;use Dr Musaddiq had. on —5th 
December, agreed ihat this dnim could be made that it was possible for him to put forward 
the proposals of the lS!h January. 

4 (t i s .,iw very satisfactory that Mr. Henderson should have refused to be drawn into 
discussion on the possibility of compensation being assessed by any other method than 
impartial arbitration. 

5. There now seem to be two posvib'c courses of action open. 

b qn The course l should much prefer is to tale no further action with Musaddiq, 
and leave it to him u come towards us. If he did that, we and the United States would 
listen to Whitt he had to sav. This would place us in a good bargaining position and eIutc 
would be a much better prospect of reaching agreement on the January 15th proposals. For 
your own information the danger seen here to ihis course is that a* lime went on I he United 
Stales Government might, despite whnl you say in paragraph 5 of your telegram under 
reference become impatient again and press us to consider a fresh approach on it it entirely 
new basis. In that event they inighl even revert to the idea of lump sum compensation to 
which, as was explained in my telegram No, 530f) Her Majesty s Government see .strongest 
objection, 1 hope it w ill not be necessary for you to become involved in further discussion on 
this latter point, but if this is inevitable I suggest you confine yourself to the arguments that, 
from the poitil of view of discouraging other countries from following Persia's example, the 
threat of international arbitration on loss of profits is the most powerful deterrent 

7. ib) Mr- Henderson might try to bring Dr Musaddiq back to considering the pn> 
posds of I5i1t JariLurs l do net mean that Mr. Henderson should produce any new 
documents The more documents we give Dr Musaddiq the greater the danger of his 
publishing them in the event of j breakdown, and the greater the derger that no future Persian 
Government would be willing 10 resume where Dr, Musaddiq had left off. Mr. Henderson 
could ask Dr Musaddiq lo fornel their conversation of 2Jtih January and to address himself 
to the proposals of the 15th January which were a fair and reasonable offer. Mr. Henderson 
would have to explain that [hew: proposals must be taken as a whole, ami sprang !rom Dr. 
Musaddiq % acceptance of the principles of international arbitration and a claim lo compen¬ 
sation for low of profits, Hv would make it perfectly clear that he was not authorised lo 
discuss proposals on any other basis, though pure points of drafting would be a matter for 
discussion and mutual accommodation. 

K Unless you see objection please approach the Slate Department accordingly, making 
dc.vr mv strong preference for court ink I have told the United States Charge T Affaires (hat 
, mctr vir Us made is no longer here f would prefer to negotiate w ith the United States 
Government tblOU gh you We will. of cou rsc, tu ke ful I ad vu n luge of contact s w i t h I he U niled 
Slates Embassy here, particularly on technical points, 

9. in case you think it would help you io show ihe State Department that we had been 
working on the United State* Memorandum 1 wilt send you my comments on it in my 
immediately following telegram, revived in the light of the latest developments, 

10 . Since thin telegram was drafted, f have received your telegram No, 201 [of 30th 
January I I will comment later, but would prefer you meanw hile to go ahead on the line* 
indicated above. 
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EP 1351/3 No. I? 

CASPIAN FISHERIES AGREEMENT BETWEEN THE SOVIET UNION 

AND PERSIA 

(Received February 9) 

Moscow* 

February 3. i9JJ 

On October E. 192 v, an Agreement on the exploitation of ihe fisheries of the soul hern 
shore of the Caspian Sea was eon eluded between ihe Government of the USSR and the 
Government of Iran. In accordance with this Agreement there was then established a mixed 
Soviet-1 ran Ian Company “ Iranryba ", The period of activity of the “ Jranryba ” Company 
was act at 25 years by said Agreement. ITic Agreement envisaged also equal shares of Ihe 
Iranian Government and of the Soviet Government in the capital of the Company and equal 
rights in the administration of this Company's affairs Thus, the Agreement of October 1, 
1927, was concluded on the basis of full equality of rights of the parties and respect for the 
Slate sovereignly of Iran and the national intereels of the Iranian people. 

In connection with the fact that on January 31, 1953, she period of activity of the 
Irajuyba M Company came to an end, the Soviet Government introduced a proposal for 
prolongation of the work of the Company for a further period. 

On January 29 Musaddiq, Prime Minister of Iran, announced to the USSR Embassy in 
Iran that the Iranian Government had decided to terminate the work of the i Yuupanv in view 
of the expiration of the period envisaged hy the Agreement. 

Al the same time the Iranian Government staled that it will observe completely the 
obligations it assumed in connection with Article 4 of the Soviet-Iranian Agreement of 1927, 
which provides that the Iranian Government, in case of non ■resumption of ihe work of the 
Iramjba M Company, obliges itself not to give the fisheries as a concession for llie course 
cjf the following 25 years lo third Slates or their subjects. It obligate* ilvdf to ex pi oil them 
exclusively through the appropriate organs of the Iranian Govern mem and on its part not 
in invite oilier specialists besides Iranian subjects for exploitation of these fisheries. 

In connection with the decision of the Iranian Government to terminate live work of ihe 
“ Iranryba " Company, the USSR Ambassador in Iran, Comrade Sadchikov, on instructions 
of ihe Soviet Government, on E ehruary 2 presented to Musaddiq. Prime Minister of Iran. ,j 
letter of the following content: 

" Mr. Prime Minister, 

“ In connection with your communication to the effect that the Iranian Government, in 
view of the expiration on January 31 of this year of ihe period of work of ihe mixed Sovici- 
fimnian Company 1 Iranryba ", has decided not to resume ihe work of this Company, I have 
been instructed te> state the following: 

■ L The Soviet Government, in introducing its proposal for prolongation of the work of 
1 Iranryba " for a further period, proceeded from the fact that ihe work of lbe ‘ Iranryba’ 
Company, which Is profitable for both eountries, facilitates the development of economic 
Cooperation and the maintenance of friendly relations between. Iran and the Soviet Union. 
Being direct participant in ihe "Iranryba" Company, the Iranian Government and ihe 
Soviet Government possess equal shares in the capital and equal righLs in the administration 
of this Company’s affairs. 

"The Iranian Government has received considerable material advantages from the work 
of the 1 Iranryba 1 Company. It received 64 per c-cnt. of all the ‘ Iranryba* Company * 
income in the nature o : profits, end also in the nature of rent payments for the fisheries and 
I axes pLiiil by ihe Company to the Iranian Government. During nil the lime of its existence 
the * trauryba " Company has exerted a favourable influence on the development of the 
economic life in the northern maritime regions of Iran and has secured the means of existence 
fora considerable purl of the population of the.se regions 

! he Iranian Govcrnmtinl, in deciding not to resume the work of the ‘Iranryba’ 
Company in view of the expiration of (he period of its activity, has taken advantage of il> 
le£u! right envisaged hy the Agreement on 1 iranryba * concluded in M12 7 on Ihe basis of 
full equality of rights of ihe parties and respect for Lhe slate sovereignly of Iryja and the 
national interests of Ihe Ira man people, 

“The Soviet Government takes note of the communique of the Iranian Government 
on ihe above-mentioned decision concerning ihe “ Iranryba * Company, 

" The Soviet Government considers, it necessary to note the important significance In the 
cause of further strengthening ihe good-neighbourly relations between Iran and the Soviet 
Union of the fulfilment by the Iranian Government of Ihe obligations contained in Article 
of the above-mentioned Agreement. As is known, in ihi article it is provided that “The 
Arslan Government fakes upon itself ihv obligation, in case of non-renewal of the Company's 
concession, nol to give these fisheries ns a concession for the next 25 years to third states "or 
their subjects h obi in: tes itself to exploit them exclusively through ihe appropriate organs 
en tile Persian Government and on its part no! to invite other specialists besides Persian 
subjects to exploit these fisheries’. 
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*' The Soviel Government also takes note of your Ntatement to the died that the Iranian 
Government wifi observe completely the obligaiions assumed by It in connection with Article 
4 of ibe Soviet-Iranian Agreement of 11427. 

in connection with the Jectsinri of the I rani an Government on termination of the work 
of the mixed Sovict-Jrantan “lranryba" Company, and bearing in mind the execution of 
measures for liquidation of the J lranryba r Comppjiy unci for division of its property equally 
between both parlies, as ha* been provided for by Article 4 of the Soviet-Iran tun Agreement 
on exploitation of the fisheries of the southern shore of the Caspian Sea between the USSR 
and Iran of October I, 1927, it is now necessary to form u Soviet-Iranian Liquidation Com¬ 
mission. The Soviet Government ha\ given the USSR Ambassador in Iran appropriate 
instruct ions on this question. The Soviet Government expects that the Iranian Government 
on its part will not delay in appointing us representatives to said Liquidation Commission. 

" l request you. Mr. Prime Minister, to accept assurances of my highest esteem. 

I SADCHIK.OV " 


THE CASPIAN FISHERIES 

P/TWii'i i \'ofc to the USSR 

The text of the Persian Govcrnmenfs Note to the Soviet Government intimating that the 
Caspian Fisl cries Agreement was not to be renewed was broadcast by Tehran radio on 
list January; it fail as follows:— 

"The imperial Persian Ministry of Foreign Adairs presents its compliments to the 
Embassy of the USSR and. in reply to Note No, 106. dated 24th October, 1952, concerning 
agreement on the date of expiry of the agreement of 1st October, 1927. regarding the southern 
Caspian shores fishing which was fixed for 31st January, 1953. respectfully states that, because 
the date of the expiry of she agreement ts today and because the Com pony automatically 
dissolves, you sire requested, acbng on this aide memoire, to arrange for the appointment of 
representatives of the Soviet Government to settle the Company's assets and affairs and to 
present them to this Ministry, so that they may be forwarded to ihe authorities concerned. 

" You are informed in conclusion That the Imperial Government of Persia will endeavour 
to fulfil the provisions of the last part of Article 4 of the agreement/’ "Tehran 11.40, 31.1.53} 

The Soviet Statement on the Caspian Fisheries 

The icxi of a sUlemenl issued by the USSR Ministry of Foreign Affairs on the term million 
of the Persian-Soviet fisheries agreement was published by Tass as follows. 

In Ihe USSR Ministry of Foreign Affairs 

On 1st October. 1927, an agreement was concluded between the Governments of the 
USSR and of Persia cm the exploitation of the fisheries of the soul lie rn coast of the Caspian 
Sea. in conformity with this, a mixed Soviet-Persian company. " lranryba/ 1 was formed to 
operate for 25 years. The agreement also provided for equal a hares as between the Persian 
Government and the Soviet Government in the Company's capital, and equal rights in the 
management of the Company. Thus ihe agreement of 1st October, 3927. was concluded on 
the has is of the complete equality of the contracting parties, and of respect for Persia’s Stale 
sovereignty and for the Persian people’s national interests. 

In connection with the fact that on 31 si January. 1955. Ihe period of the " lranryba 
Company's activities expired, the Soviet Government proposed an extension of these activities. 
Or 29th January, the Prime Minister of Persia, Dr Musaddiq. informed the Soviet Embassy 
in Persia that (lie Persian Government had accepted the decision on the termination of ihe 
Company's activities in view of ihe expiration of Ihe period envisaged by ihe agreement 

The Persian Government slated accordingly (hst it would observe fuPy the obligations 
accepted under Article 4 of the 1927 agreement noi to grant for a further 25 years fishery 
concessions to any other Slute or lo the subjects of any other Stale, in the event of the non- 
renewal of ihe activities of tire " lranryba ” Company. It undertakes to exploit the fisheries 
only through ihe appropriate Persian Government organs and not to invite any experts other 
than Persian subjects to exploit these fisheries 

In connection with the Persian Government’s decis-un [o suspend the activities of the 
"lranryba” Company, the USSR Ambassador in Persia, Comrade Sudehikov. on 
2nd February handed Dr Musaddiq the following loiter in accordance with Ihe Soviet 
GovtrrniwnCs instructions; — 

“ Prime Minister, 

in connection wiih your statement lo the effect that the Persian Government, in view 
of the expiry on 31st January of this year of the period of the aclivilies of the Mixed Sovict- 
Pcrsian ** lranryba * Company* has adopted a decision not to renew the activities of this 
Company, I have been instructed to slate the following. 

" The Soviet Government, in submit (ini’ its proposal to continue (he J Irunryba’Company's 
activities, proceeded from ihe view that the activities of 4 lranryba/ being beneficial lo both 
sides, promntc Ihe development ol economic cooperation and the maintenance of friendly 
relations belween Persia and the Soviet Union. Being ihe direct participants in the 1 Iran- 
rybu " Company, the Persian Government und the Soviet Government have equal shares in 
the capital rnd equal rights in |he administration of this company. 
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1,1 The Persian Government has received const Jciable material benefits from the activities 
of ihe' lranryba 1 Company, El received 64 per cent, of the Company’s income in the form of 
profits, rents for the fisheries, and taxes paid by ik Company to [be Persian Government. 
During the whole period of its existence, the 1 Irunryba ’ Company exerted a beneficial effect 
on the development of the country’s economic life in Persia's northern coastal areas and 
ensured a means of existence for a considerable part of the population of these areas, 

** In accepting the decision not to renew the activities of the ’ lranryba 1 Company in view 
of the expiry of the period of its activity, the Persian Government has exercised its legal rights, 
as envisaged by the 1927 agreement which was concluded on the basis of ihe complete equality 
of rights of the contracting parties and respect for Persia's State sovereignty and the national 
interests of the Persian people. 

“The Soviet Government lakes cognisance of the Persian Government's statement on 
the above decision with regard to ihe ' lranryba ’ Company, 

" Tire Soviel Government considers it necessary to note the importance, in the cause of 
the further strengthening of good neighbourly relations between Persia and she Soviet Union, 
of the fulfilment by the Persian Government of the obligations contained in Article 4 of the 
above agreement. As is known* this article provides that the Per*.an Government under¬ 
takes. in the event of the non-renewal of the Company’s concessions, the obligation noi to 
grant these fisheries ax concessions for the ncxi 25 years to other States or ifieir subjects. It 
undertakes to exploit them exclusively through the appropriate organs of |he Persian Govern¬ 
ment and. on its own part, not to invite for the exploitation of the fisheries any experts other 
than Persian subjects *, 

'* The Soviet Government also Lakes cognisance of your statement that the Persian 
Government undertakes to observe fully the obligations it accepted under Article 4 of the 
Soviet-Persian agreement of 1927. 

<H In connection with the Persian Government's decision on the termination of the 
activities of the Mixed Soviet-Persian 1 lranryba ’ Company, and having in mind the measures 
for ihe liquidation of ihe * lranryba ' Company and for fix equal sharing of its property 
between the two sides, as provided for by Art tele 4 of the Soviet-Persian agreement of 
1st October, 1927. on the exploitation of file fisheries of the southern shore of the Caspian 
Sea. it is now necessary to form a Sovic [-.Persian liquidalion commission The Soviet 
Government has given ihe Soviet Ambassador in Persia appropriate instruction^ on. ihis 
question, 

"The Soviet Government expects that ihe Persian Government, for its pun. will noi 
delay the eppoinlment of iis representatives for this liquidalion commission 

" Please accept. Prime Minister, my assurances of my high regard. 

(Signed) I, Sadchikov/' tTass 2.2.551 


No. IS 

UNITED STATES VIEWS ON I WO ALTERNATIVE MOVES 

Sir 7f. Maktns To Mr. Eden {Received February I!\ 

(No, 238. Confidenball Washington. 

1 Telegraphic) 1 February 10. 1953, 

My telegram No. 235: Persian oil. 

Bedell Smith asked me to call this afternoon. Byrostde, Linder and Niue were present. 
Byroadc said that a telegram, had been sent to the United States Embassy in London giving 
Iheir views on two alternative moves. The United Slates Embassy in London would make 
these available tn you together ivilh the necessary texts. Dulles wi'l wait for jour observations 
before lie makes up his own mind. 

2. State Department feci that decisive stage has now been reached and ibey must either: 
to) withdraw from the negotiations or 

tAi put forward final document containing variation of paragraph 3 or part II of com¬ 
pensation agreement, I 1 tn iti mg ihe period of pay men l of compensation on ihe Sines 
of my telegram No, 20L 

3. They did not feel that this would necessarily lead to a .solution, Indeed they were 
far from optimistic, Bui they thought that this would be a much better ground on which to 
break and pul us both In a stronger position lo deal wilh Persian reactions. 

4 Before you turn ihis proposal down they beg you to lake account of a new factor in 
the situation. This is the rapid casing of the tanker position and they said a weakening of 
the crude price at Tripoli. They reckon that Musaddiq may have no difficulty in carrying out 
his threat of selling Persian oil at a discount of 50 per cent They calculate th.il even whhmu 
8 discount of this size at the new low tanker rate-. Persian oil could still be sold in any United 
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Slates market including West Coast at a profit. The) 1 understand our objection to a writ la¬ 
ment with Persia which might undermine the arrangements with other oil-producing countries 
hui they believe that Lhc under culling by Persia of world wide marketing arrangements might 
in the long run have even more serious consequences. 

5. I staid that as these considerations had been put 10 you in London I would not com¬ 
ment Bui I thought you would be reluctant to contemplate course lb) on the grounds that it 
would open up prospects Of further interminable bargaining with Musaddiq in the course of 
which the present prcp:.isal would be further nibbled away. Smith -sees this point 

dearly.) I asked whether they were prepared to pul the proposal forward as a firm and final 
arte They replied that subject to [Julies’ view that would certainly be firm as far as the term 
of sears was concerned. In their opinion the only further room lent for negotiations would lie 
in lhc 15 per cent. of the gross earnings on products, They agreed that this percentage was 
right for crude but shat it was high for products. But as Musaddiq himself had suggested it. 
Ihgy did not query the point. 

b On course tai 1 enquired whether they did not think it would be right before 
Henderson disengaged to pul in the proposals of 15th January as they had been modified in 
the intervening negotiations. They tend no. If the negotiations were to be broken off they 
proposed to do it without [he submission of any further document. 

7„ It will not escape you that if we insist on course lui the United Slates Government 
will withdraw on the basre that they have been unable to bring two recalcitrant panics 
together, while if we follow course (h) and the negotiations break down as they almost 
certainly will, they wilt be a combined Anglo-American position, from which to deal with 
future development*. 


EP 1531 1159 Mo. 

MEMORANDUM COMMUNICATED B\ THE UNITED STATES 
EMBASSY. LONDON* ON FEBRUARY IS, 1953* GIVING AN 

ACCOUNT OF A MEETING BETWEEN THE UNITED STATES 
AMBASSADOR AT TEHRAN AND Dr. MUSADDIQ ON 

FEBRUARY 14 

(Confidential! 

Dr. Musaddiq asked to see Ambassador Henderson ai noon on February 14th. Musaddiq 
began by saying that it had become clear that the British did not want to arrive at a settle¬ 
ment of the oil problem ; that it was no longer possible for him to handle his critics who were 
demanding immediate action in the light of the steady deterioration of Iranian economic and 
financial situation ; and that he had therefore made the decision to forward a message to 
the Majlis on February tTlh si tting that there was no longer a hope of achieving a settlement 
of ihL oil problem and asking for Us approval for Iran to begin immediately to sell oil to all 
comers at any price which could be paid. The Prime Minister added that he was conerous 
of American concern regarding the sale of oil to countries behind the Iron C urtain. Never- 
tittles*, in the light of public opinion in Iran, he had no other choice in the event of a break 
down in the talks than sales (0 any nation which is willing to purchase unless American 
nationals or the American Government were ready to buy Iran's oil in substantial amounts. 

Ambassador Henderson to hi Dr Musaddiq that he tell that it would be premature to 
take such action. He still hoped to receive instructions during the coming week which would 
enable him to renew the effort to breach the gap between the British arid Iranian positions. 
Mu sudd iq said that he was appreciative of the attempts which had been made to solve this 
problem, but he was now convinced that nothing would come from them. Ambassador 
Henderson admitted that the Prime Minister might be correct, but was insistent that a* long 
as even a shadow of possibility of reaching a settlement remained, ihe Prime Minister should 
not take precipitate action Mumddiq finally agreed to postpone until February 21st the 
action Which he contemplates. If ihe United Kingdom and Iran have not reached agreement 
by that dale, he would be compelled to forward his message 10 the Majlis. 

Musaddiq enquired what would happen if the talks should end in failure during the 
coming week Ambassador Henderson replied by saying ihut it seemed to him that Dr. 
Musaddiq himself was in ihe best position to answer that question. While he did not wish 
to iry to persuade the Prime Minister that he should not sell oil to any buyer at cut prices, he 
nevertheless felt it his duty us trim's friend to inform the Prune Minister ihut sales of Ihis 
kind would not solve the'Iranian tin unci id problem. Even at cut prices, few responsible 
companies would be willing to come promptly forward and buy Iranian oil in the absence of 
a settlement of the compensation question. Any sale* which Iran might make to adventurous 
business concents in the free world or to Iron Curtain countries would be so negligible us not 
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to provide any real solution for tile difficult economic and budgetary problems which his 
Government k facing. The only effective and proper answer to this problem would be a 
settlement of the question of coiltpenswlion, followed by arrangements for the sale of sub¬ 
stantial quantities of oil to buyers who possess die necessary distribution ;md transportation 
facilities. A.1.G.C is at present the only potential buyer which is able to distribute substantial 
quantities of Iranian oil. Iran, if it sincerely hopes to isolve its economic and linaneud 
problems through sis oil industry, should be ready, not only to reach a settlement on com¬ 
pensation, but to sell large quantities of its oil to A.LO.C, or to some international organisation 
in which a major role would be played by A.LO.C. Musaddiq replied that he is prepared to 
sell Iranian oil to an international company in which A.LO-C would be a participant provided 
that an agreement could be reached on the terms of stile. However, he foresaw Ltilc chance 
that the compensation question could be solved. Ambassador Henderson replied that it 
appeared to him that the present issue with respect to com pc use lion is that Iron doe* not 
desire to agree to [onus of reference for adjudication by the LC.J. which might result in Iran 
being requited to pay more compensulion than it Felt itself able to pay; the British felt, on 
the other hand, that in view of public opinion in the United K ingdom and of the opinion ol 
the entire business world, they could not agree to terms of reference which would limit com¬ 
pensation to the loss of A.LO.Cs physical properly in Iran, 

Dr. Musaddiq expressed agreement but was insisted! that he had put forward a proposal 
for avoiding this issue by concluding an agreement with the British whereby Iran would pay 
25 per cenL of Che proceeds of ihe sale* of oil over an agreed period of years. However, he 
said that he understood that the British did not desire to listen to proposals for settling the oil 
question through means other than adjudication or arbitration. He edded that after the 
various Salks which hud taken place thus fur. ihe British cotiki not but realise that no agree¬ 
ment could be reached regarding ierm> of reference for submitting this question to ihe LCJ, 
Therefore* British refusal to consider other methods for reaching a set dement -constituted 
convincing evidence to him tluit the British did not desire a settlement. While pretending 
that they want a settlement, the Uriiish were utilising their numerous contacts in Iran in an. 
effort to overthrow him through alliance of forces which include the Bakhliuri and other tribal 
dements, discarded politick*its, fanatical religious group,, lead by irresponsible Mullahs. 
Communist from organisations and disgruntled reactionary groups in Ihe bureaucracy and 
army. Tlie British apparently entertained the hope that □ subservient Government would 
emerge from Lhc chaos which would follow hi* overthrow, It is possible iliat the British might 
succeed in overthrow jog his Government, If they did. however, they would also eliminate 
Iran from the free world He had no intention of remaining idle while his country* is being 
destroyed He would lake counter measures He was issuing an order to suppress sternly 
uprisings among the Bakhliari tribes. He expressed the hope that the implementation of this 
order would not create ait impression of friction between: the Shah and him. Merely because 
the Shah's wife was of Bt'fchtiari origin, he could not fail to ensure security En that area, 

Ambassador Henderson told Musaddiq thal he was persuaded (hat the United Kingdom 
wa* ju^i a* anxious to reach a settlement of the oil projx*sal as Musaddiq and that ihe United 
Kingdom would like to reach an agreement which was so advantageous both to the United 
Kingdom and Iran as to make is durable. It. therefore, seemed to Ambassador Henderson 
(hat we should be concent ruling on the question of an oil settlement. The Prime Minister 
should not be too pessimistic uboiii such a possibility. A few weeks ago there was a wide¬ 
spread impression that it would be impossible to reach a setEtemcni of Ihe Sudan question. 
Nevertheless, as a result of a high order of statesmanship in the United Kingdom and Egypt, 
an agree men I over the Sudan has just been reached. Dr. Musaddiq indicated his surprise. 
He said that he had not been informed about this agreement and requested details. Ambas¬ 
sador Henderson, replied that, although his information was scant, he would outline what 
information he had from foreign press reports. Musaddiq said he was quite certain lhat 
Egypt would lose by This agreement. Henderson indicated that, although his information was 
Irmitcdihe was confident that the agreement was beneficial to both parties. 

Dr Musaddiq said, after further discussion, that he would stand by the statement which 
he had made earlier in the conversation If hi* counter-proposals hud not been accepted by 
21 si February or if new proposal* which appeared to contain promise for a solution hud not 
been conveyed to him by then, he would send to the Majlis a message along the lines which 
he had outlined to Ambassador Henderson, 
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AMERICAN PROPOSALS FOR A SETTLEMENT 

Foreign Office to Sif R M&kirts llf ashingioti) 

c No 716, Confidential F Foemgff Office. 

fTWcgraphic) February IS, I9S& 

Your telegrams. Nov, 2S& aod 323 [of JQlhamJ 14th Feteruaryl: Persian OK. 

We have now considered the American proposals referred to in jour telegram No. 288 
m I he ill eln of Hendersons talk with Musaddiq or February 14ib. 

2. Wc note that MusaddiqN threat ic se I oil cheaply and the recent weakening in tanker 
freight.'' has caused the Slate Department to revert to" the argument they pul to nit Iasi 
November that failure to reach any agreement with Persia will undermine die oil price strut- 
lure and that this L a greater danger than any repercussions which a bad agreement might 
hiive iik other concessionary countries, We agree that Persia’s chances o: selling oil are 
greater now [Flat more tankers arc available. Not only will this enable potentiaE “ pirate " 
firms to charter more tanker*. but cheaper freights may enable Persian oil to sell compnmvc'y 
over li wider area, including notably the United St;: tea. We do nut think however, that Persia 
will be able io find markets for uny very large quantities of oil long as the major companies 
deny their distribution and [dining facilities. Nevertheless, even if Persian oil were to appear 
in world markets on an increasing .scale, it is still our strong view and that of AlO.C. that 
this Is a risk that must be faced, rather tlum make a bad agreement which would unsettle other 
producing countries and certainly have serious repercussions on British and American coni’ 
panics’ investments over a wide area of the world The State Department tire making much 
of this balance of ri>k* which is essentially one for the oil industry to weigh. There is no 
evidence that the United States companies have been consulted. You should* therefore, give 
the Stale Department the above a/wicssmeni which wc have made after most careful con¬ 
sideration iiitd. unless you see objection suggest that the views of the United States companies 
should be sought. 

3. As regards Musaddiq"* latest conversation with Henderson, it ccms Clear that, if be 
really means what he say 1 ', his present attitude oilers no prospect whatever of any seidement. 
U merely serves to illustrate how necessary it is when dca'ing with Musaddiq to stand firm 
and not c;iv- about Jo meet each veering mood or allow ourselves to abandon points of 
principle in the face of blackmail. 

4. We are sure that in dealing with Muvjild’q we must stand on the principles embodied 
in the 35th January proposals and certainly could not agree to any concessions of substance 
at a point when the American* themselves re: live that [he chance of Mu.-vadiJiq accepting 
anything is negligible Sfin there remain* the queslion of maintaining [lie common Anglo* 
America . from and. in pariiculrr. cf commuting the new A dm tni.si rati on lo stand with us 
publicly in die Petya n dispute. To secure this, and with the considerations sit paragraph ? 
of your telegram No. 2S8 in mind, we are now prepared to accept the idea of limiting com* 
pc:is.ithan lo a period of 20 year*, if the American* think thri will do any good, and provided, 
that this further modification is handled in way proposed in paragraph 8 below We cannot, 
however, accept the method suggested in the Latest American draft to which your telegram No. 
288 refers, as the clfect w r ould be that I'erya would in certain circumstances not be called upon 
to pay the full amount of the Award, which woul I consiitute a major concession of principle, 
We could, however, accept as eti a temfttive the formula given in my immediate following 
telegram. This would replace paragraphs 3 and 4 of Part II of the latest American draft 

5 You will note that our formula i* more or less the same as that suggested by Byrondc 
in your telegram No. 225, though the State Department have not apparently followed it up. 
WV think if better to refer lo 41 5 per cent, of lhe balance ” pur annum rather than to a lined 
period of 20 years, as this may have Its* influence on the Court’s assessment. Out formula 
also provides for the possibility of Persia paying the free w oil in the form of products as 
well as crude. The State fX'p: rtment may feet that Persia’s fears of ''economic bondage " 
include an apprehension lesi A I.O.C. would not agree lo Persia making payments in oil under 
(he alternative method provided for in the 15th January proposals. In that case we ooutd 
consider varying [he formula to include a prior agreement on a fixed proportion of ihe 25 per 
cent., to tv p.dd in oil, and so relieve any Persian fears that the whole of the 25 per cent, 
would hrve to be paid in cash. 

6. For the reasons given in paragraph 10 of my telegram No 441, wc cannot, so long 
as the period within which Persia completes the payment* remains indefinite, agree to (he 
Stale Department's renewed suggestion that we should no longer insist on obtaining interest 
for compensation due but unpaid. If, however, the formula in my immediate following tele¬ 
gram is accepted, it will noi he necessary to provide for interest in the Arbi [ration Agreement. 
The Court would know that the payment of the Award was likely to be spread over twenty 
tears and we would a*k I he Court, in assessing total compensation, lo liavc regard eo this 


fact, i.e. the risk element should be capitalised and added to (he total Award. In these circum¬ 
stance*. however, if we are to delete paragraph 5 of Pari II of ihe American draft, it would 
be necessary to tfiscrc the following paragraph as <C> of Paragraph (1> of Part l ' The 
Court shall, in determining [he sum payab'e under Paragraphs [A^ and sli) hereof, have regard 
lo the fact that any balance due from or to the Iranian Government will, in accordance with 
the provisions of paragraph 4, be discharged over a period of years by payments not them* 
selves carrying interest ” 

7, In speaking to the Slate Department, you should not disguise the fact that our 
suggested formula Tor limiting the period of payments to 20 yeaf* will, during this period, 
oorisEilute a heavier burden on the Persian economy than [he 15th January proposals. You 
should make full use of ihe arguments in paragraph 5 of my telegram No. 513 pointing out 
that the 15 th Jail nary proposals were elastic as regards method of payment in either cash or 
oil. and therefore left it to ihe Persian* whether (hey wou'd pay ctl quickly in large annual 
amounts or over a longer period with less annual ■drain on their economy. They cannot have 
it bolh ways. 

8. A* regards tactics. I must insist that, if we are to make these further changes in [he 
35th January proposals, wc should not give him the new formula for method of payment 
before confronting him firmly with the 15th January "package" proposals as a whole* 
modified on the lines already agreed. To do so would be very bad tactics with Musaddiq. 
It is surely a normal exercise in diplomacy to sec that the other side do not break off nego¬ 
tiation* before the full hand is played. You should, therefore, urge the State Department to 
instruct Henderson accordingly. 3 could no| agree to his pulling the new payment formula 
to Musaddiq without first having resubmitted te* 15th lauutjry proposals on ihe lines of 
paragraph 7(6) of my telegram No. 440 
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TRUST ACCOUNT FOR THE RECEIPT OF 25 TER CENT. Ol 
RECEIPTS FROM OIL SALES 

For elfin Office to Sir R Makim ^Washington) 

iNo. 717, Confidential I Foreign Office. 

ITelcgraphicF February iS, 19SH. 

My immediately preceding telegram. 

Following is text of alternative draft., 

OF Pending the decision of the Court, 25 per cent, of the gross receipts fomi all sale* 
of oil and oil products exported from lr.ui -.hi II. unless another currency >s agreed between 
the Government of Iran and the Government of ihe United Kingdom, be deposited m sterling 
in u trust account with a financial institution or trustee bunk lo be agreed upon beiwecn the 
two Govern me nbi r Or. in default of such agreement, to be specified by the Vice-PfCsidem of 
the Court* and shall await the decision of the Court. Any balance remaining in the trust 
account after ihe c sec a lion of ihe decision shall be prid to ihe Government of Iran. 

'.4> Any balance due iri Consequence of the decision of ihe International Court of Justice 
shall be paid as follows; — 

(i) If a balance is due to the Company, the method of payment in instalments shah be 
as follows*— 

(ti) by payment to ihe Company in cash in sterling of the sum deposited pursuant to 
ptiragraph 3 above, or of such pan of such sum a* is sufficient to fulfil ihe award 
of (he Court - 

tfrl By payments in cash in sterling, to the credit of (he Comp.ny in a bank designated 
by the latter, of 25 p:t cent, of the gross receipt* from all sales of oil and oil 
products exported from Iran after the date of the award of the Court for such 
period as may be necessary Unking into account the value of any deliveries made 
pursuant to id below) to liquidate the balance due to the Company after deducting 
ihe payment made pursuant to itfF above (referred to in id below as “ ihe said 
balance M >, 

(ft IF In any year the payment* made pursuant to i^P above are less than 5 per cent, of 
the said balance the Company -shall be entitled to receive, and Iran N-ha.lt deliver 
to ihe Company, in the same or following year free crude oil, or to the extern 
Thai may be agreed between the parties free oil products equal in value io the 
amount by which the payments fall short of 5 per cent of (he said balance 

UF Any crude ail or oil products delivered pursuant to (el above shall tv valued on a 
basis to he agreed between the Iranian Government and the Company ; or, in 
default of such agreement, on such basis as shall be determined by an umpire 
appointed bs ihe Vicc-Presrdcm of the Court. 
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(r> The above arrange men Is do iwi preclude, f so agreed between (he Iranian Govern- 
TiK-.:t and i he Company* the discharge of balances due by deliveries of oil to the 
Company in such quantities and over such ft penod of years as shall be mutually 
determined by I hem. 


0 ) 

AC C ITT ANTE BY THE UNITED STATES OF UNITED KINGDOM 

PROPOSALS 

Sir R, Makiw ft> Mr. Eihii. iReedveff Fehrmtry f&\ 

.MS, Confidential) Washington, 

< Telegraphic) February fS, WSJ, 

'T our tckgram No. 716: Persian Oil. 

Action taken today with Bedell Smith and full State Department team, 

2. They accepted your proposals as a reasonable final position, and expressed much 
appreciation of the manner in, which you had responded to iheir suggestions. Only difficulty 
arises on tactics. They feci very strongly that it would put Henderson in an utmost untenable 
position if he had to put the 15th January proposals, as previously agreed, without indicating 
that any further concession was possible. They consider that Musaddiq would be likely to 
reject this sharply; Henderson would [Item have no Opportunity of presenting the final 
Western proposal and* if this was rejected by Musaddiq of disengaging in most favourable 
circumstances from our point of view. 

2|sic|. They therefore propose that Henderson should put in the 35th January proposals, 
as previously amended* but giving Musaddiq the choice as regards method of payment 
between the existing text and that contained in your telegram No, 717. and including the 
provision about interest in paragraph 6 of your telegram under reference. 

1 |n expressing the earnest hope that you would agree lo this method of handling the 
matter* Beddl Smith made it clear: 

til Thai in his opinion and that of Mr, Dulles, both the Americans and ourselves, had 
now reached the limit of concession, 

fii) That they regarded this as the Iasi round and that if Musaddiq did not accept. 
Henderson would disengage, 

tiiii That if a break came on the basis of this final proposal, they would join us in 
defending it as firm and reasonable, 

4. They think lhat unless Henderson can act very soon. Musaddiq himsc’f may take the 
iniliaiive in breaking olt the discussion and (hey therefore want lo ir.slruel him lo act 
immediately. 

5. Do you agree to Slate Department proceeding accordingly? If I understand your 
Iasi pirufoph correctly your essential point is that next approach lo Musaddiq should rest 
firmly on 15ih January proposals* and this objective seems lo be achieved. Slate Department 
argue with force that there is only time for one more move. 
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ANGLO-AMERICAN AGREEMENT ON PROPOSAL 

foreign Office m Sir /? \fakins lWaxftinst&n} 

iNo, 740. Confidential! Foreign Office, 

(Telegraphic) Febrittiry 19, 1953. 

Your telegram No. 345 and mv telegram No. 735 lof ISlh and mth Februaryft Persian 
Oil. 

T am very glad we are so closely in agreement. 1 

2. I agree 10 Hcndersotl putting both proposals for method of payment to Musaddiq, 
Nit as a mailer of tactics should greatly prefer him to do it in the following way 

Henderson would remind Musaddiq (hat he had reported all their conversations to 
W sidling tun and Io London* The two Government-, hod the impression that Musaddiq was 
seeing difficulties where none existed arid was quite unreasonably suspicious of British motives. 
The proposals put to Mus uldiq On 15th January were n serious offer which world opinion 
would recognise ns just and equitable Musaddiq should look :i| these proposals again. In 
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drafting them our Governments had done all they could to meet Musaddiq's public relations 
difficulties and Henderson would hope that Musaddiq would on reflection find the proposals 
acceptable. Al this stage Henderson would no doubt mention the minor changes contained 
in paragraph 3 of my telegram No. 513 which we were prepared to introduce in a further 
effort to meet Musaddiq.. 

4, Henderson could add that finally we were also ready to meet his point m regard lo 
the need for a maximum period within which the Arbitral Award would be paid, and that 
Musaddiq would see that the formula suggested would have that effect. Henderson would 
make it clear to Musaddiq the I both Governments had ■•.aid their tact word and that Musaddiq 
could not expect any fun her modifications, 

5. You should inform the Slate Department that 1 have taken note wilh gratification of 
the attitude of General Ikdell Smith and Mr. Dulles as reported in paragraph 3 of your 
lelegntm under reference. 


No. 21 

REFUSAL OF Dr. Ml SADDIQ TO FACE UP TO OUR PROPOSALS 

(No, 45 Intel Confidential! foreign Offtci\ 

Telegraphic)' February 31. /953. 

My I ■ltd No. 2(J lof 17th January It Persian Oil 

Since the dale of my telegram under reference* the United Staler Ambassador at Tehran 
has had a number of conversations with Dr. Musaddiq In the course of these Dr. Musaddiq 
Oonstanily shifted his position and was eons i stern only in his refusal to face up to our 
proposals. 

2. As regard*, claims and counter-da inis Musaddiq tlrs-t said that the International 
Court itself should adjudicate, but he went back on his agreement to consider lerms of 
reference which would allow- the A.I.O.C to claim Compensation for loss of iuiurc profit?,. 
Later he said that he did not want to go to the International Court at ail and proposed that the 
Company should be compensated by taking 25 per cent, of Persia’s oil revenues, whatever 
these might be. over a per 1x3 of years to be agreed. 

3. Ah regards the United State 1 ? financial aid* Musaddiq picked on the provision in the 
D.M.P.A. Agreement requiring Persia to pay interest if deliveries of oil fell into arrear-- and 
said that rather Ilian pay interest ha would take only the initial payment of 550 million. He 
tried lo separate the commitment to enter commercial negotiations for a sales contract with 
the ‘International Company" from the D.MP.A. Agreement, in which context, ns he 
doubtless realised, it would have had the character of an obligation to the United Stales 
Government, who could have taken action if it were nOi honoured. 

4. In the face of these manoeuvres Her Majesty's Government end the United States 
Government agreed that no further points of substance could be conceded and that this must 
he brought home to Musaddiq. There were, however* certain paint* which the two Govern¬ 
ments ogreed might be presented some who l differently if the manner of their presentation 
would make the difference between acceptance and refusal, Among other ihings, the Defence 
Materials procurement Agency would not appear in the agreement, the term "a designated 
agency of the United States Government" being used instead. Finally since Musaddiq hud 
at unc paint indicated that It would be more acceptable to public opinion in Persia if the 
period over which compensation were to be paid coil'd be defined. Her Majesty's Government 
agreed in deference to United Stales suggestions, that the period could be set at a maximum 
of twenty years provided ihal nothing in the terms, of reference limited the amount of com- 
pulsation which ihc Internationa] Court would be asked to award. We realised, of course, 
that this might impose a greater burden on Persia than the flexible provisions of ibe I5lh 
January proposals, since the shorter the period ?>f payment the greater the annual amount, 

5. Accordingly on 20th February the United Stale* Ambassador at Tehran again eon 
fronted Musaddiq with live essentials of the 15th January proposals, varied As indicated above. 
Musaddiq's reaction was unfavourable, but he is consulting his advisers before giving. 3 final 
view. The United States Ambassador has instructions to make it clem that Musaddiq cannot 
expect any further modifications. 

6. You will be informed us soon as the outcome is de:rr. Guidance for publicity in the 
event of negotiations being broken off. or alternatively of their succeeding, will follow, Beirut 
plea.se pass lo Merdiv. 
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EP 1531 /168 No. 22 

TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
GIVING \ FULL REPORT OF HIS CONVERSATION WITH 
!Jr. MUSADDIQ ON FEBRUARY 20 

{Commu 1 1 icuied by the United Stmts Embassy on February 2/) 

' Confidential! 

L Ambassador Henderson reports, that when he saw Or. Musaddiq on 20th February; 
the hitter appeared in unusually good humour After exchanging amcniiics* Ambassador 
Henderson told him that following weeks of discussion and study between the United Kingdom 
and the United States on the basis of the conversations in Tehran, he had come to present 
him with some proposals. These took the form of a draft Heads of Agreement and a draft 
Compensation Agreement 

2. Ambassador Henderson said that the Compensation Agreement represented British 
proposals for settling the problem of compensation, I he United States Government and 
Ambassador Henderson himself regarded them to he fair and considered that if accepted they 
would permit [ran to overcome difficult compensation problem without danger of being 
saddled with an unbearable burden of indebtedness. He said I hat two versions of the com¬ 
pensation dr;: ft had been prepared and he would presort both in due course Musaddiq would 
realise on examining them that the British, without abandoning principles to which they fdt 
they must stick. h?d done ihcir utmost !o meet the various proposals which he had proposed. 
They were not able to go further, 

3. Musaddiq would also note that the United Slates original draft of the Heads of 
Agreement had also been amended to conform as far as possible with his views. 

4. Ambassador Henderson told Musaddiq that, before giving him the documents, he 
wished to stress that unless the United States Government and himself were not convinced 
that the accep tan ce of these documents would benefit the Iranian people and its Government, 
ihe United Stales Government would ikH have sent the proposals to him nor would he be 
giving them to Musaddiq in his present state o? hopefulness that they would be accepted. 
Should Musaddiq not be able to equal the conciliatory attitude shown bj the British Govern- 
menu the Government of the United States would have no alternative hut to conclude that to 
try and keep the present conversations alive would serve no Useful purpose. He had a deep 
sense of responsibility in preset!line, the document to him and could appreciate that in making 
the decision which now awaited him. he. Musaddiq. must have an even greater sense of 
responsibility* not only towards his own people but also toward peace-loving people through¬ 
out the world. 

5. The Prime Minister stated he appreciated the efforts made by the United Stales 
Government. He personally was sure ihat no matter what should be the results of the present 
conversations, the United Slates Government was attempting to promote a settlement which 
had It mi’s interest at heart. Ambassador Henderson replied that he was convinced that, 
despite the absence of diplomatic relations with the Government of Iran, she Government of 
ihe United Kingdom also had Iran's interest at heart und had no desire so reach an agreement 
which would be oppressive to Iran. He said that eloquent testimony of British good will was 
contained in the proposals which he was about to give Musaddiq. 

6. The two alternative drafts of ihc Compensation Agreement were considered first. 
To Simplify explanations. Ambassador Henderson suggested ihat Musaddiq first read the 
brief summaries of the mam points which Ambassador Henderson had prepsred in advance. 
After reading them carefully and asking a few questions, Musaddiq said Fie understood them, 
After being given the full text of ihe draft, he said that before discussing them,, he would 
prefer to examine the Heads of Agreement. He also read this document with care and com¬ 
mented that it was. so clear that he had no questions concerning it at that lime. He said raiher 
he desired to discuss certain elements of the Compensation Agreement, 

7 . Musaddiq said that he would like first to discuss what had been labelled “ Alternative 
Compensation Agreement" Am by-.sad or Henderson had the impression ihat. all Hough 
Musaddiq did not specifically say so. he was not interested in ihe draft similar in character 
to the one presented him on lSih January. Musaddiq said that although the draft differed in 
form somewhat from the original 15th January proposals, it seemed to him it differed little 
as far as substance was concerned, Ambassador Henderson explained the various changes 
and concessions which had been made along ihe lines suggested in the Briiish message to 
Washington on 19th February, He also explained ihvl the alternative draft dim in tiled 
problems arising from a payment of interest and Thai wiihoui undue strain on Ihe Iranian 
economy, payments could be finished within at least 20 years. No hardship would be imposed 
on Iran its prying 25 per cent, of the gross receipts From oil exports; in addition to such annual 
deliveries of crude oil or oil products as might be necessary Musaddiq commented that ihe 
British were still demanding 25 per cent of Ihe gross proceeds while, in accordance with 
Iranian law. he had proposed 25 per cent of net proceeds. Henderson responded that the 


United Suites Government was in agreement with the British that to determine exactly wlui 
net receipts were might be difficult and that to u.xc gross proceeds £& a base would be a much 
simpler method. Anyway, the amount of compensation due would not he increased by 
payment based on gross proceeds. It would simply involve compensation being paid more 
quickly. Musaddiq" replied that he had been thinking along Sines that net proceeds could be 
arbitrarily established as 80 percent, of the gross proceeds irr order Ihat Iran would be making 
annual payments of 20 percent. of the gross proceeds rather Hum IS per cem. None the less, 
he personally tended to agree that this was not too important a question, although he did not 
know what his Advisers would say. 

8. Musaddiq stated chat the terms of reference constituted his most serious objection 
to the proposals. The British had made no concessions whatsoever in ihe in and in ihcir 
present form he was certain they would be unacceptable. It was clear that the British intended 
that ihe Court should use the principles of the Coal Nationalisation Law in determining the 
amount of compensation due as they were stilt asking for the inclusion of the phrase ,L loss of 
the Company's enterprise in Iran ". Musaddiq said he had already mentioned to Henderson 
several times that he could not agree to the terms of reference of this character and could 
not understand the reason for the continued British insistence that ihc coal law he used a:* 
a basis for determining the amount of compensation owed the Company. Ambassador 
Henderson pointed out to Musaddiq ihat it was Musaddiq himself who had first broached the 
idea That the determination of the amount of compensation due the Company should he based 
on some British law acceptable to the Company and the language used in the present draft 
had been selected in order that his suggestions might be made applicable to the case at issue, 
Musaddiq replied that it would be more preferable for the Court to be given more leeway in 
reaching a decision as to how- it should determine ihe amount of compensation due 
Henderson pointed out that it was Musaddiq himself that had uniformly insisted that ihc Court 
should nol be given full discretion It had been his argument that the Court should compen¬ 
sate only for losses incurred by the Company as a result of The confiscation of its physical 
property in Iran That the formula contained it! the draft was not acceptable to him was 
regrettable but it did represent ihe best efforts of the Brill vh to meet bis wishes. The Untied 
Slates Government considered ihe formula r air and that its acceptance would not hurt Iran in 
ihe context of the whole drafi, Musaddiq staled that he did not want to give me a definite 
replv until he had a chance to discuss the drafts with his advisers, but he did noi think that 
the proposals could be agreed to, especially in view of the wording in the terms of reference 

9. Ambassador Henderson told the Prime Minister that ; Itbdugh he had no rearon to 
think thalthc Prime Minister's advisers were not patriotic Iranians concerned with the welfare 
of their country, none the less, he did hope ihat when Musaddiq talked with them he would 
re member that they were only three or four men possessing the usual human frailties and ihat 
in back of these advisers were l8.000.0tX 1 Iranians whose future prosperity and happiness 
could be seriously affected by (lie decisions which he would make. He hoped ihat Muteddiq 
would make his advisers aware of Ihe grave responsibilities which they also had and that, 
should iHey begin emasculating the proposals, he would inform them thai grave harm 
to Iran might result from their actions. Ambassador Henderson reports ihat Musaddiq 
accepted ihe above remarks with seemingly gev^d grace and again expressed his appreciation 
or the United States Governments efforts in promoting the settlement and said That he would 
make his reply at the earliest possible moment. 


FP 1531/188 No. 23 

compensation agreement : text of draft agreements 

GIVEN tO Dr. MUSSADIQ BY THE UNITED STATES AMBASSADOR 
ON FEBRUARY 20 

(\) 

Confidentiatl Mtirvh //. 1953. 

The Government of Iran and the Government of the United Kingdom: 

Desiring to bring about a selilemeiu of alt claims Lind counter-claims which have arisen 
in (be case of the Anglo! ran ian Os! C ompany Ltd., a United Kingdom registered company 
which formerly operated in Iran, hereinafter referred to us the Company: 

Have agreed to refer the said claims and counter-el a inis to the International Court of 
Justice in accordance with the provisions of Parts t and HI of the present agreement; and 
have agreed further that the arrangements for the payment of any balance due in consequence 
of the decision of ihc Court shall be ihosc set out in Pan II of the preseni agreement 

Part l 

L The Court is requested 

<A) To determine the sum required let provide fair compensation hi respect of the los.v 
of the Company's enterprise in Iran as the result of ihc Iranian Oil Nationalisation 
Laws of March and May I95t ; employing for that purpose ihc principles applied 
in determining the compensation awarded under any United Kingdom law enacted 
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and curried out prior to die adoption of the wild Iranian Oil Nationafisalion 
Laws, which the Govern men i of (he United Kingdom may specify, nationalising 
any industry in llte United Kingdom. 

<Bi To determine the validity of p 1 ! counter-claims which the Iranian Government may 
have respectiiif the Company and the sum required to meet them. 

2 The decision of the Court shall, in accordance with Articles 59 and 60 of (lie Statute 
of (he Court, be definitive and binding; and its award* which shall he expressed in terms of 
sterling. shall constitute a ful 1 itrtd final settlement of all the claims and caunter-daims of the 
parties respecting the Company. 

Part il 

3. Any balance due rn consequence of the decision of ! he Court shell he paid as follows: 

rAi Any balance due from the Iranian Government shall be discharged by payments in 
cash in sterling, to [he credit of the company, in a hank designated by die latter 
of 25 per cent, of the gross receipt* from all sales of oil and oil products exported 
from Iran; if so agreed between the Iranian Government and the Company, by 
deliveries of oil lo the Company in such quantises and over such a period of 
years as shall be mutually determined by them 

iI3r If a balance is due to the Iranian Government, it shu 1 I he discharged hy payments 
in cash in sterling to the credit of the Iranian Government with a bank designated 
by the latter of such amount* over such periods of years as shall he agreed be!ween 
the Iranian Government and the Company, or. m default of such agreement, in 
such amounts over such periods of years, as shall be determined by an umpire 
eppoinled by ihc Vice President of the Court. 

4. Pending ilie decision of the Court. 25 per rent, of the gross receipts from all sales of 
oil and oil products exported from Iran shall, unless another currency is agreed between the 
Government of Iran and the Government of the United Kingdom* be deposited, in sterling in 
a trust account with a financial institution or trustee hunk to be agreed upon between the two 
governments, or. in default of such agreement, to b; specified by the Vice President ol the 
Court, and ■-hall a wail the decision of the Court Any balance remaining in the trust account 
after the execution of the decision shall be paid to (he Govern mem of Iran. 

5. Any amount still outstanding under Article 3(A) or 3(Bl above, one year after the 
date of the decision of the Court, and thereafter from year to year, dial! carry interest at a rate 
lo be agreed between the Iranian Government and the Company* or* in default of such agree¬ 
ment, to be determined by an umpire appointed by the Vice President of the Court. 

Part rn 

6. The present agreement shall be subject to ratification and shall come into force 
immediately upon the exchange between the Governments of Iran and the United Kingdom 
qf their respective instruments of ratification. It shall thereupon be notified to the Interna¬ 
tional Court of Justice as provided by Article 40 of ihe Statute of she Couri and Article 35 of 
the rules of Court; and such nod Heat ion may be carried out by either of the parties acting 
singly, unless effected jointly by them within (wo weeks of ihe coming into force of the 
agreement. 

In faith whereof the undersigned plenipotentiaries have signed the present agreement. 

Done in duplicate at this day of E953. in the English. Persian and 

French languages, all Ehree texts being equally authentic- 

20>h f chra<ii m3. 
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alternate compensation agreement 

The Government of Iran and the Government of (he United Kingdom; 

Desiring to bring about a settlement of alt claims and counter-claims which have arisen 
in the case of the Anglo*Iranian Oil Company Ltd*, a United Kingdom registered company 
which formerly operated in Iran, hereinafter referred to as the Company ; 

Have agreed lo refer (he said claims and counter-eta inis to ihe International Court of 
Justice in accordance with ihc provisions of Parts I and 111 of (he present agreement; and 
have agreed further (bat (lie arrangements for the payment of any balance due in consequence 
of the decision of the Court shall be those set out in Part I! of the prescat agreement. 

Parr f 

1 The Court is requested 

(A* To determine the sum required to provide fair compens.ilion in respect of the loss 
of the Company\ enterprise in Iran as ihe result of the Ir nLin Oil Nationalisation 
Laws of March and May 1951 : employing for that purpose the principles applied 
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in determining the compensation awarded under any United kingdom law enacted 
und carried out prior to the adoption of the said Iranian Oil Nationalisation laws, 
which the Government of the United Kingdom may specify* nationalising any 
industry in the United Kingdom. 

(B) To determine the validity of a I counter-claims which the Iranian Government may 
have respecting the Company and Ihe sum required to meet them. 

(Cl The Court shall, in determining ihe sum payable under Paragraphs (A) and (B) 
h :rcof, have regard to the fact that any bale nee due from or to the Iranian 
Government wilt, in accordance with the provisions of pare graph 4, he discharged 
over a period of years by payments not themselves carrying interest 

2. Tlte decision of the Court shall, in accordance with Articles 59 and 60 of the Statute 
of ihc Court, be definitive and binding; and its award, which shall be expressed in terms ol 
sterling, shall constitute a full und final settlement of all the claims und counter-claims of (he 
parlies respecting (he Company. 

Ftirr ft 

} Pending the decision of ths* Court, 25 per Can, til the gross receipts from all sales of 
oil and oil products exported from Iran shall, unless another currency is agreed between the 
Govern mem of trail and the Government of the United Kingdom, be deposited in sterling in 
a trust account with u financial Institution or trustee bank lo be agreed upon between ihe two 
Governments, or, in default of such agreement, to be specified by the Vice-President of !hc 
Court, and shall await the decision of the Court. Any balance remaining in (he trusi account 
Lifter the execution of the decision shall be paid to the Government of Iran. 

4. Any balance due in consequence of the decision of the International Court of Justice 
shall be paid as follows: — 

ill If a balance is due to the Company. the method of payment in instalments shall be 
as follows: — 

M by payment to the Company in cash in sterling of the sum deposited pursuant to 
paragraph 3 above, or of such part of such sum as is sufficient to fulfil the award 
of the Court; 

(Mi by pay men Is in cash in sterling, to the credit of the Company in a bank designated by 
the latter, of 25 per cent of the gross receipts from all sales of oil and oil products 
exported from Iran after the dale of the award of the Court for such period as 
may be necessary (taking into account (he value of any deliveries made pursuant 
to (d below! to liquidate iltc balance due to (he Company after deducting the pay¬ 
ment made pursuant to Up above (referred to in u > below as “ the said balance ”k 

(H if in any year (he payments made pursuant to iM above are less than 5 per cent, of Ihe 
said balance the Company shall be entitled to receive* and Iran shall deliver to 
(he Company, in the same or following year free crude oil, or to the extent that 
may be agreed between the parties free oil products, equal in value to the amount 
by which the payments fall short of 5 per cent, of the said balance; 

(ef) any crude oil or oil products delivered pursuant lo tri above shall be va'ued on a 
b?sis to be agreed between the Iranian Government and ihe t mnpauy; or, in 
default of sueh agreement, on such basis as shall be determined by an umpire 
appointed by (he Vice president of the Court: 

(ol the above arrangements do no! preclude, sf so agreed between ihc Iranian Govern¬ 
ment and the Company, (he discharge of balances due by deliveries of oil to the 
Company in such quantities and over such a period of years us shall be mutually 
determined by them. 

(iil If a balance is due to the Iranian Government, it shall be discharged by payments in 
cash in sterling to (he credit of the Ira man Government wilh a bank design: tod by the latter 
of such amounts over such periods of years as '-hall be agreed between the Iranian Govern¬ 
ment and ihc Company; or, in detnaft of such agreement. In such amounts over such periods 
of years, as shall be determined by an umpire appointed by the Vice President of the Court. 


Parr III 

5, The present agreement shall be subfccl to ratifies lion and shall come into force 
immediately upon the exchange between the Government* of Iran and ihc United Kingdom of 
their respective instrument of ratification. 11 shall [hereupon be notified to (be International 
Court of Justice as provided, by Article 40 of the Statute of the Court and Article 35 of the 
rules of Court; and such notification may be carried oul by cither of the p dies acting singly, 
unless effected jointly by them within tw o weeks of the coming into force of the agreement. 
In faith where. T (he undersigned plenipotentiaries have signed (he present agreement 
Done in duplicate at this day of 1951, in the English. Persian and 

French languages, all three lexis being equally authentic. 

2dth February. 1953. 
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HEADS Ot GOVERNMENT AGENCY AGREEMENT 

After the entry into force of Lhe Compensation Agreement of ioda>-s dale between Hie 
Government of Iran and the Government of the United Kingdom* a designated agency of the 
United Stales Government will contract to lake from the National Iranian Oil Company over 
a period of lime oil products or crude oil to a value of approximately 5133,000.000. 25 pci 
cent, of the gross proceeds of oil products or crude oil delivered to the designated United 
States Government Agency under this agreement will be placed in escrow so be disbursed in 
accordance with the terms of the compensation awards; and the United States Government 
will advance 5)00,000,000. io the National Iranian Oil Company .gainst future deliveries of 
oi! products or crude oil upon the following basis: 

lU Of the Si00.000,000, $50,000,000* will be advanced immediately to N LO.C.: the 
balance will be advanced in inslulmcFits of $10,000,000 a month as soon as the designated 
United Stales Government agency and N.LO.C, agree cm a provisional schedule of shipments 
and the designated United Stales Government Agency has satisfied itself concerning the 
availability and quality of the oil products or crude oil to be shipped under this schedule and 
has assured iisclf of the suitability of port, loading* and other essential facilities. 

(2> It is understood that following the approval of this agreement the N,LO.C. will enter 
into negotiations with an organisation or company of sn internal ion;: I character (hereinafter 
called the International Company> which would include A.l.Q-C. Ltd., u United Kingdom 
registered company which formerly operated in Iran* and would be constituted outside the 
United Kingdom or Iran, with a view to concluding a commercial agreement under which the 
N.i,O.C will sell to (he International Company substantial quantities or erude oil and oil 
products annually over a period of years, such negotiations to be undertaken as soon as the 
International Company is formed and ready to begin them 

(31 The United Slates Government through its designated agency intends to appoint the 
International Company as its agent for receiving delivery f.o.b Iranian ports of oil and oil 
products for its account. 

at Until such time as a cOmmerdaS agreement is made between the International Com- 
puny and she N-I.O-C* the price for the quantities of refined products to be de'ivered against 
the United States Government advance shall be the kw of Platts at the United States Gulf 
price (which is the present Persian Gulf going pr.ee> less a discount of 35 per cent. In the 
event sufficient refined products desired by the designated United States Government agency 
are not available, it shall huvu (he option of receiving crude oil ai the same discount from the 
going pci ian Gulf posted price. If N-l Q.C shall -^11 refined products or crude oil to other 
customers than the Intematiortel Company at price lower than (he posted price for crude or 
the low of Platts for products referred to above, the price to the designated United States 
Govern mem Agency will be calculated on the baste of such lower price less such appropriate 
discounts as may be negotiated between N.LO.C, and the designated United States Govern* 
ment agency, 

(51 For each delivery made under this agreement, N.LO.C, will be credited with 75 per 
cent, of its value as determined under paragraph ^4 j above and the United Suites Government 
will pay 25 per cent, of its value to the Federal Reserve Bank of New York to be held by it 
in escrow until disbursed in accordance with the term*, of the compensation award. 

(61 Deliveries under this agreement will continue until the advance by I he United Slates 
Government of SI00.000.000. is liquidated. 

(?t At such time as a commercial agreement Is made between the N.l O.C. and the Inter¬ 
national Company* the price provisions contained in paragraph I4> shall be appropriately 
modified to conform with the price provisions of the commercial agreement. 

(g> The foregoing i- an agreement binding upon the United States Government and (he 
Iranian Govern ment and the parlies agree to work out detailed offangements to implement 
this agree men« 

<9> It is agreed that in the event that (here is any ambiguity as between chc Persian and 
English tests of this agreement, the English test shall be controlling 


No* 24 

DIFFERENCES BETWEEN Dr. MUSADDIQ AND KASHANI 

Fore/gw Ofjirc to W r. Eden urn board H.M.5. Gireva flHzahethi 

I No, 23. Confidential) Foreign Office, 

(Telegraphic} March 3. 1953. 

Your telegram No. [7 (of 1st March; Request for assessment of recent internal develop* 
EDCfils in Persia], toot to Washington! 1 * 

Our present view is that I his is a struggle for power between Musaddiq and Kcsham 
which die former seems at the moment to be winning. 


2. Although nominally the centre of the dispute, the Shah appears in fact to be a pawn 
in the game. Our impression is (hat Musaddiq regardedi the Shah a> a rallying point of poten¬ 
tial opposition to him and thought himself strong enough to get Lhe Shah indefinitely out of 
the country. It would seem thill Kashuni, seizing upon the emotions surrounding the departure 
of the Shah, cleverly managed to couple popular clamour For the Sheh remaining with attacks 
On Musaddiq, This popular clamour itself was almost certainly organised by Kasha ni and 
was not a spontaneous expression of a loyalty deep-scaled or significant enough to stiffen 
the Shah. 

3, Musaddiq. who appears to have lost control of events on Saturday, is now lighting 
back, strongly and re-estnblohing his position. The Tudch were late in entering the llsts. 
They could obviously not side with the Shah but the fact that they have appeared on the same 
side as Musaddiq does not necessarily mean that he and they are allied- Indeed Musaddiq "s 
supporters appear to have resented Tudch attempts a I collaboration, 

4, We shall telegraph more fully when we have had Henderson’s expected assessment 
which United States Embassy have undertaken to show us. 

5. All this probably means that we shall not hear any thing from Musaddiq about the 
oil negotiations at least for a few days. 


EP 1521/214A No, 25 

COMMUNIQUE ON UNITED STATES-UNITED KINGDOM 

POLITICAL talks 

fNo.OI) United States Department of Suae. 

March 7, f9S3. 

In addition to The discussions on economic and financial problems, the Foreign Secretary* 
Mr. Eden, and Secretary of Slate l Julies discussed (he international political developments that 
have taken place since their conversations in London early in February 

I. They exchanged views regarding developments in the Soviet Union 

With respect to Europe, particular attention was given to the subject of the proposed 
treaty for a European Defense Community, Both ihc United States and United Kingdom 
Governments arc concerned that the treaty be ratified us speedily as possible, so as to provide 
further continental unity which is essential to (he most effective operation of the North 
Atlantic Treaty Organisation. 

3. They also considered (he situation in the Middle East with particular reference to 
the major problems in (he area, and were in agreement on the urgency of furthering construc¬ 
tive solutions in the interest of all concerned. 

4. With respect to Iran* Mr. Eden said that Her Majesty's Government were decided to 
stand on the proposals presented to Prime Minister Musaddiq on February 20, 1953, These 
proposals were the rc*u!l of many conversations and careful study of all the factors involved, 
fn the opinion of the United States Government these proposals are reasonab'e and fair. If 
agreed to: 

Iran would retain control! of its own oil industry and of iis own oil policies. 

IM The problem of compensation would be disposed of in such a way that there w ould 
be no sacrifice of the principles which form the very basis of international inter¬ 
course among free nations, and the payment of compensation would be fully 
compatible with the rehabilitation, of Iran's economy. 

(cl Iren would have full opportunity to enter into arrangements whereby it could sell 
its off in substantia! quantities a| competitive commercial prices in world markets. 

Iff) There would be placed at Iran’s disposal sufficient funds, to be repaid in oil, to meet 
it.s immediate financial problems pending resumption of (he f!ow r of revenue from 
ite oil industry. 

5. The two Secretaries of State also considered the Far Eastern situation. Thex re¬ 
affirmed the importance of preventing (he shipment of strategic materials to the mainland of 
China Mr. Eden stated (hat Her Majesty's Government in the United Kingdom, in addition 
to the system of controls already in force, bad decided: 

(a) To introduce a new system of licensing vessels registered in the United Kingdom and 
Colonies SO Thai strategic materials from non-British sources could not he carried 
to Chira in British ships; 

fb) To take additional steps designed io ensure that no ships of the Soviet bloc or oiber 
nationality carrying strategic cargoes to China should be bunkered in a British 
port 
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The United States and British GosernmiifUs wilt concert their efforts to secure “- 
operation of other maritime and trading nations in the measures designed to exclude the 
shipment of .strategic materials to the mainland of f hina. 

6 Under arrangements made for the common defense the United States has the use 
of certain bases in the United Kingdom, The prior understanding was confirmed that the 
nse of ihe^- bases in an emergency would be a matter for joini decision by Her Majesty s 
Government and the United States' Government in the light of the circumstances prevailing 
at ihe time. 


No. 26 

AMERICAN CONCERN OVER HIE COMPLAINTS OF 
Ur. MLSADDIQ 

Forrimn Office to Sir R. Meltins lIKflxfeiViirfoFil 

iNo. 1068. Confidential) Foreign Office. 

(Telegraphic t March 7, 1953. 

Following for Secretary of State from Minister of Slate 

You may care to have the following before seeing the President. 

2 The Americans seem to be in one of then periodic panics. They may have been 
seriously shaken by Musaddiq's complaints against Henderson’s interference m the mm Iasi 
week which as we now learn, were made against the background of suggestion by Ine Soviet 
Embassy some three weeks ago that Point IV should not operate in North Persia At a 
recent interview with Henderson. Musaddiq spoke on these lines and also indicated itiat he 
Was under criticism (not necessarily from the Russians! for not getting rid of the Anterlean 
Military Advisers. 

3 We have received no indications of further progress by the Tudeh, The Americans 
who last autumn were regaling us with reports of the advance of Commum&m among the 
peasantry and priesthood, have showed us noth trig of the sort recently. On die other hand the 
economic report from their Embassy in Tehran for the last quarter of 1952 bears out our 
content ion that Persia's economy though sagging is not near breaking point and can be 
strc-Jched further. CliflOn Daniel Ym- York Times correspondent here just Kick from 
Tehran, tells us (hut the Persians are getting on much us they have always done Musuddiqs 
one objective, in his view, is to beat down the British and do just whal he likes with his oil 

4 Finally. Musaddiq seems to have given the show away in an interview with 
Henderson on March 4th When Henderson said (hut public opinion at home would never 
understand the United States buying oU from British property in Persia which hsd been taken 
over without compensation. Musaddiq appears to have said; * 'Vou could tell them that you 
were saving Iran from Communism, 

5 Would vou not remind Bedell Smith and tell the President of ihc assurances given to 
u& on Whruan UHh Sec Wushineiori telegram No 345 lof February lKth| The refuse] to 
issue (he proposed statement on our oil proposals with the warning last sentence is disquieting. 


No. 27 


1VIIRVIEW BETWEEN Mr. HENDERSON AND Dr. MUSADD1Q : 
REQUEST Dr. MUSADDIQ FOR AMERICAN AID 

Sir R. Mnkim to Mr. Eden. iRccehetl March l1) 

(No. 2Q7 Saving. Confident! iall Washington, 

(Telegraphic Mar ' h 9 - mi - 

Foreign Office telegram No I Hfllof 9th March 1 to Washington: Persian Oil. 

Following for Secretary of Slate. _ _ . . 

Following is account of Hendcrwn's interview with Muxadtliq of 9th March m greater 

State Department have informed us that Henderson called on Musaddiq el 11,00 a.m, 
at the latter’s request. llie interview lasted iwo hours Later, us Henderson was drafting his 
tele cram reporting (he meeting, he received a telephone call from Musaddiq asking him to 
ignore the interview ^ Musaddiq had spoken to him without consulting the Cabinet and now 
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wished to do so. Henderson agreed to consider the interview as not having taken place, but 
decided to report the substance for the information of the State Department, Henderson 
noted us he was leaving that Faierm. Minister for Foreign Altai re, was waiting to come in to 
see- Musaddiq, and he suspects thai the latter urged him to consult his colleagues before taking 
any irrevocable steps, 

2. The following is a summary of Henderson's report of the interview: 

Musaddiq began by saying that he had been proposing to suggest that possibly llie British 
might be witlmy to state immediate y the amount of compensation (hey intends to ask of 
the Inicrnatianal Court of Justice so that he and the people of Iran could evaluate the risk 
they would tic incurring if they should agree to submit the question of compcnsaiion to the 
Court. Persia would be willing to stale simultaneously the amount she was claiming from 
the Anglo-Iranian Oil Company, Musnddiq had now seen the communique of 7th March on 
the Anglo-American talks however. It was clear from this that nothing could be gained by 
coni inning the conversations. Since Persia could not accept the proposals and Britain stood 
firmly on theirs, the result was a deadlock and the cori versa I ions could be regarded as 
terminated. 

3, Musaddiq wished to make the proposals public but before publishing them he would 
ask certain questions addressed to she United States Government which he Would incorporate 
in a Note. He outlined she terms of the Note as follows. 

After indicating that as a result of Mr. IZden's statement it had become clear that (he 
conversations had broken down, be would ask for direct answers by die United States to these 
questions: 

In absence of an agreement regarding full compensation, would the United Stales 
Government be prepared: 

ia) to buy Persian oil in substantial quantities ? 

(W to encourage private United States firms 
(il to purchase Persian oil? 
liD otherwise assist Persia? 

(cl cviced to Persia a loan to be repaid ■ ubsequenty in oil? 

4, The Prime Minister said that he regretted that he was compelled to ask such ques¬ 
tions, but he and the Persian people must know whal, if any. help could be expected from the 
United Stales before deciding on (Heir course of action. 

5, Musaddiq originally suggested that the proposals and ihc exchange of Notes should 
be published on llth March simultaneously in alt three capitals, Henderson said I hat (he 
difficulty would be to obtain a reply lo Ids enquiries sufficiently quickly to enable publication 
to take place on that dirte, He suggested that the lime of publication should be decided upon 
after the receipt of the reply, 

6 . Musaddiq said he intended, when making public (lie proposals and (he Exchange of 
Notes to give his reasons for rejecting the proposals. He would also state liuii be had'sug¬ 
gested during the course of the negotiations that an attempt should be made to reach a 
settlement by means of an Agreement between Persia and the United Kingdom* according 
to which Persia would pay compensation by turning over lo die Anglo-Iranian Oil Company 
25 percent, of the proceeds from the export of oil for a peruxi of years lo he agreed upon, but 
the United States and British Governments had never replied to that suggestion. Henderson 
said lo Musaddiq ihui he should also say (hat Henderson was in no potion to discuss any 
kmd of solution lo the compensation problem other than submission io the International 
Court of Justice or an imparl in\ Arbitral Board. The Prime Minister repeated that the tact 
was that he had made the suggestion and received no reply from (he British add he would 
say so. He said he was still wilting lo seek a solution of Ihc compensation problem on this 
basis. 

7. Other points which arose during the course of the interview were these: 

The British and (he Americans should not have- issues.) a statement of this kind lije. ihc 
communique of 7th March) without advance nolicc to htni. Henderson pointed out dial Ehe 
statement was made by (he Department of State and not by Ihe British and Americans and 
that the statement only outlined Mr. Eden's position and the views of the United Slates 
Government. During ihc last two weeks. Musiuidiq's oil advisers had been systematically 
issuing statements to the Persian press which seemed to be giving erroneous impressions of the 
substance of the proposals of 20 th February. The views in the United Stales communique 
might be helpful if (hey assisted (he Persia n public in understanding the kind of pro perils 
these were. Musaddiq said that the purpose of the communique was lo pul pressure on (he 
Per-ian Government to accept the proposals. The United States Government .houltl under¬ 
stand (hat the present Persian Government would not bnw to pressure. 

S, When the Prime Minister informed Henderson that he considered the conversations 
terminated, Henderson expressed his regret Henderson said that the United Kingdom had 
made important concession*. He hoped Musaddiq recognised this. Musaddiq replied in 
the negative. The proposals were no more advantageous than the 1 '>51 proposals ; although 
fhc British were not now r demandinst participation in tlsc m* nrgctncnl of the Persian oil 
industry or monopoly rights in purchasing and distributing Persian oil, they were insisting 
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that Persia should give the International Conn of Justice the right to put Persia under bondage 
for at least twenty years. If the Persians should become slaves, bound lo turn over oil 
products to the Angjo-Iraniail Oil Company, they would be in no better position than if the 
British were to be back controlling the oil industry and intriguing in her internal affairs. 
Henderson endeavoured, without success, to persuade Musaddiq that he was taking an 
extremist position. 

9 Musaddiq at one point said that the British object was to get the Americans out of 
Persia and the whole Middle Hast, und that the British were hoping to come to an agreement 
with the Soviet Union to divide the Middle East into spheres of influence. Henderson again 
tried unsuccessfully to convince Mtisiddiq that his views on United Stales and British policies 
were mistaken and that the British were not so stupid as to imagine that the Soviet Union s 
ambitions in the Middle East and Persia could he curbed by policies of appeasement providing 
for spheres of influence. 

10. The interview began somewhat stickily but towards the end Musaddiq assumed a 
more friendly attitude and spent a considerable time pointing oat why (he United Slates could 
not afford not to hdp Persia in her present critical internal situation 

I! Henderson concludes his telegram by saying that whatever is decided in the Cabinet 
Ihis afternoon, the Prime Minister may decide to put to the United Stales the questions 
outlined in paragraph 3 above These questions are likely to be raised m some form m the 
near future, and Henderson accordingly suggests I hat (he United Males Government should 
prepare these answers in advance. 

!2, Please sec my telegram No, 535 lo Foreign Office, 


No. 28 

DESIRE BY ITALIAN BUSINESS MEN FOR THE RESUMPTION Oh 

PERSIAN OIL PURCHASES 

Sir V. Mallet lo Mr, Eden. {Received March 10) 

tNo. 146, Confracntiati AVmr. 

_ , i V March 10, 1953. 

(Telegraph icj 

My telegram No. 145: Persian Oil, 

Minister Commercial saw Comas on lulled return from Luxembourg lust night but 
after lone conversation was uneblc lo obtain any assurance that Italian Government will issue 
Statement either immediately or in the future. Comas sitid that Italian Govt-mment were 
under increasine pressure to relax their opposition to deals in Persian oil Industrialists who 
were anxknit to open up trade with Persia complained at the continued uncertainty « used 
v, protracted An chi-Persian negotiu lions Persia could only pay for her imports witli 
oil. Further. Italian Government were now on the point of signing a treaty of commerce 
and navigation and this would encourage Italian exporters to increase their pressure. 

2, Comas added that he had heard chat the latest Angh> American proposals included 
setting up an Anglo-American company !o market Persian ml. He thought it would help the 
Italian Government lo check the pressure upon them if they could sec some prospect of 
obtaining an interest in ihis company. The British. American, Dutch and l-reruJi had oil 
interests in the Middle East but Italy was excluded. Could something be done about this. 

\ M mster Commercial reminded Comas ih.n " Persian oil was the property of 
A IOC until compensation had been settled. He diJ not know whirl marketing Arrange- 
mcrih would be agreed and in any case the Persians ni ght have some oil to veil independently. 
But he promised to report the views expressed by Comas 

4 Seen against the general background of Italian in re rest in lire Middle 1 asl this 
dcvc'opmenl is not surprising. It appears Shut the Italian Government mis h[ by working 

Is a position when Ehcy will daim to be able to restrain their induslrnjl«4s from nego- 
tiating with the Persians now only by holding out prospect of proftiabie barter deals against 
Persian oil in ihc future, It is clear that th; longer our agreement with the Persians is delayed 
ih- mow difficult the li, li ms will find it to impede the activities of lb tar nationals. 

5 Meanwhile Venice decision is due to be given tomorrow (Wednesday). 


LP 1533/90 
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THE VENICE DECISION ON THE - Ml RIEL LA " 

Parliamentary Question 

Mr. MotbRadityflc : To ask the Secretary of Stale for Foreign Affairs. whether he whl 
make a statement on the decision of ihe Venice Tribunal regarding ihc action brought by the 
AngJo-lnmiall Oil Company in respect of the Persian oil curved by the. tanker Mmdla. 

March tfi, 1953. 

In die Venice Court the Anglo-Inin tan Oil Company applied for judicial sequestration 
of the \t metin'* cargo In this action they were not proceeding agaitfst am named person, 
for example Super, the Italian firm involved in the deal, but were trying to get the Judge lo 
■^ay that they bed produced sufficient of a prlma facie case lo show that there was sufficient 
of a dispute at law for him to issue an interim injunction to impound the oil, pending the 
outcome of a main action in Rome to determine tis ownership. The A 1 OH chief argument 
was that without proper compensation the Persian Oil Nationalisation Law of I be 1st May, 
1951. being contrary to Italian public order, violated Italian law 

2. In the event that ihe judee chess' to find that the effect of the Persian nationalisation 
laws took, place in Persia, where the coni met between ihc N.l.OC, and .Super was made, and 
thai ihc recognition in Italy of the effect in Persia of this contract was not contrary to public 
order, He also expressed ihc view lixat the (no-callcdl provision for compensation contained 
m the law of the 1st May was adequate and that there was. therefore, no sufficient pr.ma facie 
ease lor impounding the <ijl. The A.LQ.C. at once started an action in the Rome Court by 
means of an “ act of citation ” lot writ) Against Supor, claiming, 

(or Super's wrongful possession of ihr oil, 
and 

if?) AJ.O.CN rightful ownership, 

3. Mr, Mou Raddylk's question gives us a chance to make it clear that live Venice 
decision docs no I involve the merits of ihc question of the ownership of the oil. and that ihc 
A I.O.C will continue in all countries lo take such action as it thinks fit for the protection of iLs 
interests 

4. A reply on lhe.se lines which has been cleared with ihc Ministry of Fuel and Power, 
ihc Treasury and the A.I.O.C. is attached,! 1 ) 

5. This question may well lead to a supplementary about (he attitude of the Italian 
Government to Sides of oil from Persia and our representations on that score This question 
has come up before: sec Mr Nutting’s reply to Mr, Nabarro on the 17th December. 1952, 
Lord Reading's to Lord VaimLturi on the ZStJi January, arid the Secretary of Stale's reply to 
Mr, Arthur Henderson on the 16th February. 

6 . The present position of the Italian Government ti very- dearly given in Rome 
telegram No. 162 of the I4lh March, lu i\ word, (lie Italians, in ^piic of eleven g&umnccs 
in the last fifteen months, that ihcy would not permit (he import into Italy (Lc. the import 
into Itidy proper for usv there) of oil from Persia, are, nl the moment,. under pressure from their 
own industrialists and business men. beginning lo waver. Hitherto we have said in the 
House f FI ugs A and Or) that the Italian Govern incut, among others, have been informed of 
the attitude of Her Majesty’s Government to transactions in oil from Persia In the House 
of Lords we went a bit further perhaps and added lhai ihc Italian Government "fully 
appreciated the position ", Even if we succeed in holding the Italian Government to their 
promises for the present, we cannot ignore the fact that, under increasing pressure from their 
own business interests, they may at some time in ihe future, issue import licences, We must* 
therefore, be careful in the House not to give the impression of relying wo strongly on 
Malian assurances. 

7. I attach notes! * for supploneniaries on this and retoied aspects which have also 
been cleared with ihc Ministry of Fuel and Power* the Treasury 1 and the A.LO.f 

A D. M ROSS. 

March 17, 1953 


(') Nut printed. 
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EP 1511/230 

NOTES of k TELEGRAM FROM THE UNITED STATES AMBASSADOR 
AT TEHRAN REPORT J NO A CON V E RS ,-Yl ION WITH 

Or MUSADDIQ ON MARCH 18 ABOUT UNITED STAIRS AID 
TO PERSIA 

iCotnmv'iiciJtU'd by Em ted States Embassy on March !9i 

(Confidential! 

Musaddiq, iii the end of his talk with Mr. Henderson on the I 8 lh March about his speech 
to be delivered m (he 20 ib, said he wanted to get the Iafter's reactions to an idea he was 
turning over in his mind. This idea wts that he should ask the United Slates Government 
for a loan to be repaid either in oil or in the proceeds from oil sales. Alternatively, the 
United Slates Government oouid give him 100.000 tons of sugar on credit, A third possibility 
was that this sugar should be made available through Point IV. 

2, Mr. Henderson gave it as his opinion that the United States Government would not 
react favourably (o any of these suggestions at a time when Persia was refusing a reasonable 
and fair oil settlement which would solve the economic ills from which Musaddiq claimed to 
be suffering. 

3, Musaddiq, however, inverted to his three ideas and elaborated on them as follows: 

oi He would purchase 100,000 tons of sugar on credit from United States companies 
on condition that if in six months countries outside the Iron Curtain should offer 
to buy oil. the Persian Government would pay for the sugar front the proceeds of 
such sales, 

(ii> He might issue a notice that Persia would sell 3,000,000 tons of oil to first-comers 
within three months and with a 40 per cent, discount. If United, Stales companies 
were first in the field with offers there would be no contracts with Iron Curtain 
cou curies. 

did He might announce that any purchaser could buy oil ai any price acceptable to the 
Persians on a cash-and-carry basis for a definite period of time, but there would 
be no credit, Musaddiq then added that only countries of the Western bloc 
could be given credit 

4 . Mr Henderson said that no big United States oil company was likely to be interested 
in such pro positions. Nor would such smalt sides as might take place really extricate Persia 
from her economic difficulties. Furthermore. deals with Iron CuFlaan countries would, its well 
as failing to solve Persia's economic problems, involve the Bailie Act. and do the gravest 
damage to Persia's international reputation, 

5 . Musaddiq. however, persisted in his ideas Litnl said he wished Mr. Henderson to 
put them to his Government and seek their reactions. He stressed that aid was a mailer of 
urgency and that it would create an unfortunate impression IT ihc United States were seen 
10 be ** ganging up " with ihc United Kingdom and forcing Persia, by economic pressure, to 
accept an oil set dement 


No. 31 

REJECTION BY THE UNITED KINGDOM OF A LUMP SUM 

SETTLEMENT 

Sir R. Makms to Mr. Eden i Received April h 

(Nqc 70®. Confidential! Washington 

I Telegraphic! April 2,1953, 

My telegram No. 526 paragraph 5- Persian Oil- 

After .i talk on another subject Linder reverted to this question yesterday. He harked 
hack to the talk which the Secretary of Stale had had with Bedell Smith, recorded in my 
telegrum under reference, and asked whether we bad given any further thought to the possi¬ 
bility of a new approach on the Persian oil question, perhaps after a change in Persian leader¬ 
ship’ He was at pains to stress that lie was not suggesting any further approach to Musaddiq 
ai the moment The apprehensions which he bad previously voiced about the casing of the 
tanker and freight situation were by no means allayed and the State Department were quite 
alarmed at the prospect of Persian oil coming on to the market. He hesitated to mention the 
words '‘lump sum" but he wondered whether we had given any consideration to the 
possibility of expressing a lump sum settlement in terms of a percentage of the annual 
proceeds from the sale of Persian oil spread over a period of 20 years on the lines of the last 
proposal io Musaddiq for arbitration 


2 . 1 was as discouraging as possible. 1 said I thought it would be a mistake to stir up 
this question again at the moment- The threat of Communism in Persia did not seem to be 
increasing and, according to Musaddiq, their economic position was better. Uur experts 
were not as alarmed as the State Department over the world oil position, My personal view 
was that It would he fatal to open up a discussion on the basis of a lump aura settlement and 
gel away from lhc principle of arbitration. However. 1 would find out whether you had an> 
further reflections on the conversation between Bedell Smith and yourself. 

3 , I do not regard this conversation as more than a normal attack of the fidgets on the 
part of she State Department after leaving the Persian question alone for 10 days or so. 

4 ft micht htip to quiet further resltesmess on the part of the State Department if you 
were to offer to send out in the fairly near future someone to discuss the oil problems of the 
Middle East (sec Becky's letter of the 1st April to Rossi, 


EP 1531/240 No. 32 

NOTES OF A TELEGRAM FROM THE UNITED STATES AMBASSADOR 
AT TEHRAN DATED APRIL 4, REPORTING A CONVERSATION 
WITH Dr- MUSADDIQ ON APRIL 4 

(Communicated by United Stales Embassy tm April ?} 

(Confidential! . , . *. , . 

Henderson saw Musaddiq on 41 h April and gave him the reply to the question which tlic 
latter had insisted on Henderson's transmitting to the Stile Department on lath March. 
Henderson opened die conversation by telling Musaddiq that. as lie had foreseen, the answers 
were in the negative. When Henderson began to transmit them. Musaddiq said that wav 
unnecessary. It was enough for him that they were m the negative. Henderson insisted, 
however, oil transmitting the answers in accordance with Ins instructions, since he was parti¬ 
cularly anxious to impress on Musaddiq the rashness of selling on to the Soviet hire. 

2 Musaddiq then asked what, in Henderson's view;, he should do Henderson replied 
that iii his opinion the only course would be for Persia to come in to an agreement with die 
United Kingdom ori oil Musaddiq snid be hud been thinking of writing 1 o E resident 
ELsirthowcx;setting forth Persia's situation, ti was difficult for him to believe til?I if the 
President had a full understanding of Persia's position he would not see that U was necessary 
for the United Slates Government to come to Persia'?, assistance. Henderson said that tn his 
opinion this would serve no tubful purpose. The United States Government with the best 
will in the world could not flout United Stales public opinion by buying oil tn the absence of 
some kind of compensation agreement Musaddiq said shut Persia was prepared lo pay 
compensation but no bill had so far been presented, Persia was willing to submit tin question 
of compensation to the International Court provided the Untied Kingdom would indicate the 
maximum amount claimed and provided that the amount would not be out of reason 
Henderson said hr thought it would serve no useful purpose to start discussing the oil dispute 
again His terms of reference during the last three mouths had been limited to trying to 
reach agreement based on international arbitration On the matructiom. of the Untied 
States Government he hud put forward proposals from the United Kingdom which the Tuned 
States Government had considered as reasonable and fair. Musaddiq had not accepted these 
proposals and had made no concrete counter-proposals The United kingdom Govern men l 
for their purl also showed no disposition lo make fresh proposals. In such circumstances 
there was nothing to be gained by try ing to assess the blame for the failure of the recent 

conversations, 

3 At this point Musaddiq raised another matter and did not revert to the subject of 
oil. Nor did he indicate the course of action he might follow, 


No. 33 

REPORTED JAPANESE BARTER DEAL WITH THE PERSIANS 

foreign Olftce to Sir E Detnrtp t Tokyo' 

(No. 451. CouBderUilll Foreign Office. 

iTekgraphkl Apri ‘ “• l9i3 ' 

According u, i*rc,» reporl, the Tokyo lira ,4 Itkinil-'U Ko«n has concluded u barter 
deal willi the Pt^ian> and now has an 18TJ00 ton tanker the JVwtffo? Mpn$ loading at 
Abadan. 

2 You should enquire urgently of the Japanese authorities whether this report is true, 
and if so you should remind them of their past a^uranuos not lo permit Purchases of oil from 
Persia You should also remind diem of the attitude of Her Majesty s Government to such 
transactions (my telegram No. 1246 of 14th August, 1952. and.etnphiis.se that thisi altitude 
remains unchanged. If the Japanese reisc the point, you should make it dear to them that 
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(jhc refusal of the Venice Court to sequestrate the MirieUa cargo did not involve any 
decision on the merits of the A,1 Q.C, s claim (o ownership of the oil in question which still 
remains to be decided by the Rome Tribunal. You should urge the Japanese strongly to do 
all they can to discourage this venture and to make clear that tJtey will not permit import of 
the oil. 

3 . Depending upon their reaction, 3013 should, if you think fit remind the Japanese of 
their dependence on crude supplies from die big oil companies and also Stress that their 
approval of, or connivance in, deals in Persian oil would have a serious eQfeCt on Anglo- 
Japanese relations. 

4 r Shell arc, at A l.O.C/s request# asking their local representative for a full report on 
the firm. 

No. 34 

ITALIAN POLICY TOWARDS THE OIL DISPUTE 

Sir V, Afdiet to Mr. Eden. {Received April 12) 

(No. 224* Confidential5 Home, 

(Telegraphic} April !2, 1953. 

Your telegram No. 305: Persian Oil* 

In our view the Italian Government wilt endeavour to steer a course to avoid cither 
international or internal difficulties before the elections. The chances are slightly in favour 
of their holding (heir present position unlit then. But the legal, political and commercial 
considerations outlined in the following paragraphs arc not on our side. 

2. A 3 regards the legal position, the Venice decision has strengthened the pressure on 
The Italian Government to permit deals which now can claim some legal justification. On the 
other hand, the fact that the main issue is still sub judkt provides the authorities with an 
argument for withholding official support to either side. Ait adverse decision on the main 
issue would make it impossible for this argument 10 be maintained. 

3. The prime objective of the Ministry of Foreign Affairs is to avoid any overt action 
which might affect their relations wiLh us* with the Americans, or indeed, with the Persians. 
In following this policy they have up to now given us unequivocal support, even at the cost 
of serious disagreement with their colleague*, in ether departments of the Government. We 
fed that they will desjrc to maintain this attitude at least until after the elections. But 
success in the elections might give the new Government a feeling of freedom of action which 
they at present lack. 

4. There is constant pressure upon the Government for political and. commercial 
reasons, to change their present policy. Apart from ihe immediate necessity of maintaining 
political support from the electoral point of view, the Italian Government are anxious to 
extend their influence in the Middle East; commercially, they are in urgent need of expanding 
their exports But more particularly, they fear that our policy may cause them 10 lose ihe 
opportunity of exploiting the Persian market, both it* suppliers and as potential purchasers 
of Persian pit 

5. Should the Persians find some outlet for their oil Japan and Argentina), it is 
most unlikely that the Italians would be willing or able to continue their present co-operation 
with us Their present fear chat others may gain from breaking rhe common front might well 
turn to resentment, if. under our pressure, they should miss what appears to be an opportunity 
f'T n profitable deal. 

No. 35 

JAPANESE PURCHASE OF PERSIAN OIL 

Sir E. Deniug to Mr Etltn. 1 Received April 13) 

(No, 408. C onfidential I Tokyo, 

(Telegraphic April & I95s - 

Your telegram No. 451, 

The Japanese Ministry of Foreign Affairs confirm that the >\issho Marti is now in 
Abadan uudl is loading 23,000 kilolitres of kerosene. Both the Ministry of Foreign Affairs 
and the Ministry of International Trade and Industry state that Ihe Ntssho Mam's trip to 
Abadan was a complete surprise to them and (hat they were notified of it by the Idemitsu 
Kozoti only to-day. According to the Ministry of Foreign Affairs the transaction is not on 
a barter basis but will be paid for in dollars Idemitsu, the managing director of Idemitsu 
Kazan, is an independent importer of oil products and, as such, receives a dollar allocation 
from Miti which enables him to import within the limits of that allocation For the present 
transaction he is utilising dollars allocated to him under the October, 1952, to March. 1953. 
Import Budget, but he can make use of them during (he current six monthly period beginning 
1st April 


2. The Minister culled on the Vice-Minister for Foreign Affairs this afternoon and 
spoke in the sense of paragraph 2 of your telegram under reference. Mr. Okumuru said lhat 
the action of Mr. Idemitsu was not approved bj the Japanese Government, but he did not at 
this stage know whether the Japanese Government had the legal right to stop the transaction. 
Mr. Idemitsu had received a dollar allocation 10 purchase oil products and was entitled to 
utilise it The Minister replied that ihe Japanese Government could surety kill this transaction 
stone dead by refusing an import licence, or the validation of ihe dollar credit, Roberts went 
on to say lhat it was essential to act quickly. If one transaction were permitted j precede in 
would be created and it would be extremely difficult for the Japanese Government to refuse 
further shipments of the same kind. Idemitsu had received a new dollar allocution for the 
April .'September Import Budget which he could use at any time within the next twelve 
months. 

3. Roberts asked (he Vicc-Mitiisler whether it was really worth while to countenance 
transactions of this kind for the sake of gelling a little cheap oil. Obviously the oil would be 
cheaper, for people who dealt in stolen property had to sell cheap. He went on to say that 
both Governments were endeavouring to put their relations on a more friendly and stable 
basis, but these endeavours would be largely undone if transactions in Persian oil were 
countenanced by the Japanese Government, Moreover, Japan's other suppliers of mineral 
oils, whether American or British, were not likely to look kindly upon deals in oil Roberts 
accordingly asked Ihe Vice-Minister for an assurance that neither this, nor any future shipment 
of Persian oil, would be allowed into Japan Y'lie Vice-Minister, who wjs dear y perturbed, 
said that he would let us have an answer sis soon as possible. His difficulty Was lhat all 
Cabinet Ministers, including the Prime Minister and the Minister for Foreign Affairs, are 
away from Tokyo on their election campaign. Before he left. Roberts handed an aide- 
memoire to the Vice-Minister which summarised his remarks. 

See my immediately following telegram:. 


No. 36 

COMPENSATION TO ANGLO-1 RANIAN OIL COMPANY 

Foreign Office to Sir V . Mattel l Ram?) 

(No. 150. Saving. Confidential) Foreign Office. 

(Telegraphic) April 22, 1953, 

Persian Oil, 

l he Italian Ambassador called on Sir P, Dixon on 21st April. He wished to inform us, 
on instructions from Rome, that the Persian Prime Minister hed recently asked ihe Italian 
Ambassador in Tehran whether the Italian Government would have any objection to commu¬ 
nicating the following points lo Her Majesty's Government: 

ID The Persia0 Government had already notified Her Majesty's Government, through 
Mr. Henderson, of (heir willingness to ear mark for the A.1.O.C. 25 per cent of the receipts 
on the sale of oil and wished to know from the British Government how long these payments 
should be continued in order lo make up the compensation required by the Company, Having 
had no reply so far from London on this point. Dr. Musuddiq now asked the Italian Govern¬ 
ment to inform Her Majesty's Government that he would suggest negotiating on the basis of 
a dr feefc) compromise, leaving aside the issue of the principle of compensation covering all 
lost profits The British Government should then let him know the global amount of the 
sum requested by (he A 1,0 C- as a fair compensation and a compromise might be directly 
reached on this global sum. It should also he understood lhat. should they fail to reach 
such a compromise, the two parties would leave it to The Hague Court to fix the global 
amount to be paid by the Persian Government to the AT.O,C ; the Court would consider this 
question on a de facto basis not including Formulae implying the above-mentioned point of 
principle, 

(2) In view of possible internal repercussions following an agreement reached on (he 
above lines. Dr, Mu&addiq wished to know whether he could count on a confidential assurance 
that the British Government would at [east lake a non-hoxtilc altitude towards him and his 
Cabinet, should such difficulties arise, 

2. Dixon enquired whether ii could he assumed that Dr. Mus&ddiq had been informed 
lhat his communication was being passed on lo Her Majesty's Government, The Ambassador 
thought that this could naturally be assumed. He added that the Italian Government were 
not in any way acting in a mediatory role: they were merely passing on the communication, 

3. Pixort said that at first sight it looked like u variant of earlier proposals for a lump 
sum scllkmenL which was quiLc unacceptable to us 

4. The Ambassador was then asked for elucidation of the obscure passage at the end 
of Dr. Miisaddtq’s first poms, Signor Brosio was unable ro do more than surmise that the 
intention was to leave [he Court unfettered by any particular basis in considering what would 
const it ute a sum for a settlement. 
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UES 1538/14 No, 37 

PERSIAN OIL AND THE WORLD OIL SITUATION 

Mr Churchill to Sir R. M a kins {Washington) 


(No. 482, Secret) Foreign Office. 

Sir T April 22. 1953. 

I have to refer io Six Pierson Dixon's letter 
to your Excellency of the 2nd April, enclo¬ 
sing a draft of a memorandum on Use 
possible scope for sale of Persian oil and 
the consequent effects of such sales. 

2. I now enclose three copies of a revised 
version of this memorandum which takes 
account of the recent threat of Japanese 
purchases of Persian oil and avoids a certain: 
complacency which ran through the earlier 
draft St also refrains from speculating on 
the possibility and effects of cheap Persian 
oil entering the United States market, hut 
invites the comments of the United States 
authorities on this point. 

3. The memorandum has been drafted in 
a form suitable for transmission to the State 
Department, but your Excellency may 
prefer to use it as the basis for an exchange 
of views with the State Department arising 
out of the anxieties they have repeatedly 
expressed about the impact of cheap Persian 
oil on world markets. The object of such 
discussions would he two-fold; to demon¬ 
strate that we have not forgotten the sug¬ 
gestion which the State Department made to 
Mr Eden in March that our two Govern¬ 
ments should review the long-term oil situa¬ 
tion (your telegram No. 5261; and to fore¬ 
stall further restless suggestions by the State 
Department that wc should now consider 
alternative solutions for a settlement of the 
Persian oil problem, such as the tentative 
proposals for a 11 lump sum ,l settlement 
which Mr. Linder put to your Excellency 
on the 1st April {your telegram No. 70S). 

4. As regards the former objective, wc 
had hoped to use this exchange of views 
about the possible dangers of sales of cheap 
Persian oil as a means to convince the 
Americans that the Persian problem cannot 
be dealt with in isolation, but must be 
looked at in the wider perspective of our 
more important oil interests in the Middle 
East and elsewhere. As Sir Pierson Dixon 
suggested In his letter; this might profitably 
be used as the occasion for bringing the 
Americans to agree on a joint policy for 
dealing with Middle East oil problems, and, 
indeed, with oil problems throughout the 
world. In view, however, of the recent 


decision of the United States Government to 
continue the anti trust proceedings against 
the oil companies, albeit as a civil suit, your 
Excellency may consider that it would be 
wiser at this stage not to press the Americans 
eo embark on discussions of a common oil 
policy; since such a policy can only be really 
effective if it is translated into the adoption 
of co-operative and common policies by the 
major British and American oil companies 
with overseas interests t should welcome 
your advice on this point Meanwhile, we 
shall be studying the problem and preparing 
proposals for a joint oil policy which can 
be put to the United States Government at 
the most propitious moment, 

5. As regards the suggeslion in your 
telegram No. 70S that, to quieten further 
restlessness on the part of the State Depart' 
ment regarding Perrin, we might oiler to 
send an official to Washington to discuss oil 
problems of the Middle East, I fear that 
such a visit would be certain to reach the 
ears of Dr. Musaddiq, who would no doubt 
once again be persuaded that Her MEijesty^ 
Government and the United States Govern¬ 
ment were weakening and would harden his 
attitude accordingly. 

6. I think, therefore, that it might be wiser 
to concentrate for the present on the 
second objective referred to above, though 
it would be desirable at the same lime, in 
the exchange of views, to ensure that the 
Americans take the point that the Persian 
problem cannot be handled without regard 
to the world-wide oil. situation, wish partku- 
In reference to the Middle East. In any 
event, the Stale Department is unlikely to 
venture very far into wider discussions of 
long-term policy until Mr. Dulles returns 
from his tour of the Middle East in May. 
But this makes it all (he more imjxmanl that 
the Americans should be committed, as far as 
possible, to a firm policy on Persia before 
Mr. Dulles embarks on his Lour. 

7. Your Excellency should, therefore 
whenever the occasion offers, impress on the 
State Department my conviction that Her 
Majesty's Government und the United 
Slates Government must resolutely adhere 
to the proposals made to Dr, Musaddiq on 
20th February and not consider any alterna¬ 
tive solution. You should leave (he State 


5 } 


Department in no doubt that this is the 
attitude of Her Majesty's Government and 
that, in particular, a solution based on a 
"Mump sum" settlement would be quite 
indefensible. It is my firm opinion that, so 
long as Dr. Musaddiq is in pow«r, (here are 
no alternative solutions which could be 
defended publicly and which would not have 
dangerous effects on our other, and now 
more important, oil interests. We have in 
fact reached the limit of Our concessions 
and are now down to our last principle: 
namely, impartial arbitral ion on the amount 
of compensation due for the loss of the con¬ 
cession, Our evidence is that Persia’s 
economy, though sagging, is not near 
breaking point, and can be further stretched 
for many months yet. Nor is there evidence 
of any significant advance by the Tudeh 
Party. There is no doubt, therefore, that 
our best policy is to leave the proposals of 
(he 20th February on the table for the 
Persians to p:uk up at any time, bul other¬ 
wise not to appear eager to negotiate a 
settlement, Such tactics already appear to 
be paving dividends, for example. Dr. 
MusaddiqN failure to secure the support of 
the Majlis in fils struggle with the Shah. It 
is not impossible that, if left alone for a 
sufficient time, internal pressures may in due 
course compel the Persians to seek a com¬ 
promise; we already have reports from the 
United States Ambassador in Teh.ran of the 
possibility of a change of regime (your 
telegram No, 781), 

8. in giving the State Department my 
views on the risks of sales of cheap Persian 
oil, your Excellency should explain thus we 
have endeavoured to make an honest assess¬ 
ment of the problem and that both Shell and 
the Anglo-1 reman Oil Company have been 
consulted and fully support our conclusions, 
^e do not pretend that there is evo cause for 
disquiet, bul are, nevertheless, satisfied that 
Iherc is no justification here for concluding 
& L>ad agreement with Persia which would 
certainly upset our other, more important, 
concessionary interests. It would be in- 
(cresting to learn on what the State Depart¬ 
ment base their fears and whether these arc 
confirmed by the major United States oil 
companies 

9, Your Excellency should stress the need 
lor caution on the part of the United States 
Government lest, by openly expressing their 
pieties in this matter, they cause some of 
l he major United States companies to panic, 
Mther by handling Persian oil themselves to 

out the speculators or by making ill- 
c °nsulered price changes to compete with 
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odd cargoes of Persian oil, purchased at 
heavy discounts. 

10. Section V of the memorandum draws 
attention to the dangers of possible pressure 
by foreign Governments on the major oil 
companies to import cheap Persian oil or to 
supply their gwei oil at reduced prices or 
even at prices comparable with those offered 
bv the Persians. If such pressure were to 
be exerted, the companies would no doubt 
refuse to comply on the grounds that they 
should not be asked to compete with oil 
expropriated without compensation. But 
if, nevertheless, their refusal was followed 
by threats of direction from foreign Govern¬ 
ments, I trust that the United States Gov¬ 
ernment would agree with Her Majesty's 
Government on the necessity to intervene to 
protect the interests of their nationals. I 
should be grateful if your Excellency would 
seek the views of the State Department on 
this point, 

11 Copies of this despatch arc being sent 
to Her Majesty's Ambassadors at Paris, The 
Hague, Tokyo. Rome and Buenos Aires. 

I am. &c, 

(For Mr. Churchill). 


Memorandum on Possible Scope for Sob of 
Persian Oil anti Consequent Effects of 
Stu b Sales 

L— Introduction 

In view of the interest shown by the 
United Stales Administration, during the 
course of Ministers' recent visit to Washing¬ 
ton, in the prospects of Persian oil finding its 
way into world markets, particularly at a 
time when tankers are in easy supply and 
freight levels have declined sharply, a fresh 
analysis has been made of the scope for sales 
of Persian oil in present circumstances and 
the potential effects of such sales. 

Ji.— Assumptions 

It has been assumed: * 
m I hat rive present relatively easy supply 
situation will continue for some time. 
Supplies of crude tire ample; pro¬ 
ducts are also in easy supply, with the 
exception of aviation spirit which, 
however, it is thought that Persia is in 
no position to produce in significant 
quantity at short notice. 

tii) 1'hat, in the absence of interference 
bv foreign Governments (see also 
Section V. below), none of the major 
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oil companies, whether British or 
American, will be interested in buy¬ 
ing Persian oil, 

riib rhat the Persians are prepared to 
continue offering ihdr oil at prices 
well below present world prices. 

Ill, Factors influencing the Situation 

uri Tankers and Freights 
During the past year, substantial addi¬ 
tional tanker tonnage has been brought into 
commission and the tanker market has pro¬ 
gressively weakened, so that full tanker 
employment on other, i.e. t non-Persian, 
business is no longer a barrier to the lifting 
of Persian oil. It seems reasonable to expect 
sh.it, barring any deceleration in the expan¬ 
sion of world demand for oil, this situation 
will continue for at least the next twelve 
months. 

While it is reasonable to assume that well- 
e*Lib fished operators will remain reluctant 
to do business with Persia, further and per¬ 
sistent depression of the tanker market will 
make it difficult for owners to refuse such 
employment as may be offered. Certainly, 
if present mantes trends continue, there 
should he no great difficulty in securing, for 
reasonable cost, whether by purchase or by 
charter, the number of tankers —relatively 
few in relation to the world tanker licet 
necessary to lift a small Persian output (see 
also Seel ion IV fv) below). 

Low single voyage rates offer- -particu¬ 
larly as regards Eastern Hemisphere trade 
a minor inducement to the small speculative 
importer to buy parcels of Persian oil on 
short-term contracts. Since he is working 
on a small scale and is only temporarily in 
the market at all, he needs but few ships and 
can in present circumstances obtain them 
below the average rates available to large- 
se.de suppliers who must cover much of 
their requirements by long-term charters. 

Low freight rates constitute an important 
inducement to anyone interested in the 
import of Middle Last oil into the United 
States Compared w r ith United States or 
Caribbean oil, Middle Last oil has to carry 
tile cost of a very long haul, t hus, reduc¬ 
tions in tanker freights tend to enhance the 
competitive prosptx’is for Middle East 
(including Persian) oil in the United States 
market proportionately more than in areas 
remote from United States or Caribbean oil 
sources. 

h) The Current United States Situation 
Even before the latest decline in tanker 
r 1 (cv. Middle East crude oil was being im¬ 
ported into the United States nl a rate of 


some 10 million toms a year. (This com¬ 
pares with a total United States domestic 
consumption of some 365 million tons a 
year ! Persian oil at cut prices might attract 
some buyers, but is unlikely to prove more 
than a local and temporary phenomenon. 
What prospects there arc can best be 
assessed on the United States side. 

(d The Mi riel la Judgment 

The findings of the Venice court in the 
Mirielta case, as a result of which the Italian 
purchasers (S.U.P.O.RJ arc in possession of 
the oil, will be an encouragement to specu¬ 
lators, even though A J,0 C k main action on 
ownership will shortly come before the 
Rome court 

(rf) Price Discount 

It has been assumed (Section 11 hill above) 
that the Persians will continue to offer 
their oil at prices well below world 
prices. Dr. Musaddiq has announced 
a special temporary discount in S.U.P.O.R's 
favour of 51) per cent., and there have been 
persistent reports of heavy discounts being 
offered, IT this remains Persian policy, the 
attraction of I heir oil to speculators would 
be correspondingly increased. 

IV. Possible Demand for Persian Oil 

The following are thought to be reason¬ 
ably reliable estimates of the possible 
demand for Persian oil by interested 
countries: — 

Argentine 

(i) There are rumours of a large-scale 
deal In Persian oil sponsored by the 
Argentine Government. Although 
contracts have been placed with the 
traditional suppliers for this year’s 
full requirements, h is possible that 
some Persian crude may be bought 
this year, and more in subsequent 
years possibly as much as 1 million 
tons a year. 

fjjt There are some 38 Italian refineries, 
with a reported total capacity of 
13 14 million tons a year. Of this 
total, about 8 million tons is con* 
trolled by major oil companies; about 
4 5 million tons is held by " indepen¬ 
dent " refineries having arrangements 
with major companies; and about 
0-75 million tons is in the hands of 
small independents, with no known 
connexions, (Some ot these are of 
negligible si/e.l Taking account of 
existing “ties" and contracts, it is 
doubtful if more than a small proper* 
lion of the “ independent ” total of 


ss 


5] million tons is free, or could be 
freed in the short-term, to take 
Persian crude, even if the owners 
were interested. 

On the other hand, according to various 
reports, the Italian firms who have 
made contracts for Persian oil have 
contracted for about 7 million tons 
iof which six are thought to be crude) 
over Lhe next three years. 

It is, however, unlikely that all this oil 
will be lifted (save under direction, 
see Section V below), and a reason¬ 
able estimate for the amount of crude 
which could find its way into Italian 
refineries is unlikely to exceed 1 mil¬ 
lion tons a year. 

(iiij As suited above (Section 111 (h)), 
some Middle East crude is already 
being brought into the United Stales 
market by major oil companies who 
are themselves producers of oil It is 
considered improbable that Persian 
fuel oil will prove an attractive im¬ 
port proposition, in view of local /.<?., 
Western Hemisphere availabilities; 
equally, there never has been a 
market for imported white products 
in (he United States, The problem 
therefore resolves itself into terms of 
possible crude imports, and in the 
light of what has been said above 
about freight rates (Section Til (fr)) 
and heavy discounts (Section III (d) h 
the possibility iff some imports of 
Persian crude into California, the 
eastern seaboard or even the Gulf, 
cannot be ruled out. It is difficult 
to make any tonnage estimate on this 
side, and we would welcome 
comment from (he United States side. 

Japan 

(iv) 1 he loading of the Japanese tanker 
AVsvvo Martt with Persian oil, prob¬ 
ably for Kobe, suggests that there is 
now a danger that Japan may become 
h market for Persian oil. An analysis 
iff Japanese refinery capacity, how¬ 
ever. shows that, of a total of some 
75.000 b/d, the major oil companies, 
own or control about two thirds, 
leaving (at most) about 1 million tons 
a year of “ independent" capacity. 
It is most unlikely that all of this 
would handle Persian crude. Vigor¬ 
ous representations arc being made 
to the Japanese Government, who arc 
being asked what stops they can lake 
to prevent traffic in Persian oil. 
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Rest of World 

ivi The prospects of significant sales cast 
of Suez are thought to be inconsider¬ 
able. Small amounts of Persian oil 
might also be absorbed in other 
directions eg., Germany. India, 
Pakistan, where both currency and 
price might prove tempting. All in 
all. however, lhe amounts are unlikely 
So be significant compared with the 
possibilities discussed above. 

Summary of Prospects 

(vi) Taking account of the above possible 
outlets, on die basis oh — 

Million Tons 
Per tritium 

Argentine . 05/1*0 

Italy ... 10 

Japan ,,, ,,, 0-5 

Rest of world (exclud¬ 
ing United States) 

(say) ... ... 10 

a “ best estimate " for total possible 
offtake of Persian oil in present cir¬ 
cumstances, exclusive of any amounts 
which might be imported into the 
United States and on the assumptions 
set out in Section II would be (say) 
3 5 million tons a year. In terms of 
shipping, this would require about 
30 T2, he., standard size, tankers. 
In practice, the actual offtake may 
prove to be less, since buyers of 
Persian oil must have facilities at 
their disposal in the countries to 
which it is shipped, to refine St (if it h 
crude oil) and to deliver refined pro¬ 
ducts (whether made locally or im¬ 
ported from Abadan) to consumers. 
There is no reason to expect that the 
internationally operating oil com¬ 
panies, who own or dispose of the 
major part of existing refining and 
distribution facilities In (he Eastern 
Hemisphere, will be interested (see 
Section II (ii) above). 

Note. 3 5 million terns a year would 
displace an equivalent sale by the estab¬ 
lished companies representing a value 
of trade (allowing for both oil and 
freight) of about K25 million. 

V*— I n terferen cc/Co mpu I jt ion 

A development not taken into account in 
the above assessment but which should not 
be overlooked, is the possibility of " inter¬ 
ference," in the form of official pressure, 
with ordinary commercial operations There 

£* 2 














is a possibility that, if Persian oil did come 
m the market ai “ bargain ” prices, some 
foreign Governments who are in acute 
currency or other difficulties, might attempt 
to compel the companies supplying and 
marketing in these countries to import this 
Persian oik or to supply their oil at reduced 
prices, or even at prices comparable to those 
offered by the Persians, As <m illustration, 
a case might arise where, e.g.. France, seeing 
cheap Persian crude going into Italy, and 
being short of sterling or dollars, would 
insist that her regular suppliers should, if not 
actually quote her at Persian prices, make 
some gesture by way of price reduction, so 
that the Government could stand up to 
internal criticism. Variations on this 
situation arc not hard to imagine. In the 
event of such pressure materialising, which 
the companies would assuredly resist on the 
grounds that they were being asked to com¬ 
pete with oil expropriated without compen¬ 
sation, Her Majesty’s Government land no 
doubt the American and Dutch Govern¬ 
ments also! would have to consider urgently 
what attitude to adopt, and even what action 
they could take to help their own nationals. 
Should foreign governmental pressure on 
ihe oil companies assume serious propor¬ 
tions, the chances of Persian oil being 
absorbed would he co [responding t>' 
increased. 

VI— World Prices 

lr is not thought that any such amounts 
of Persian oil as may find their way into the 
United Slates tin ark el would affect United 
States internal price levels. As regards 
other areas, white the long-term prospects 
for world oil prices are admittedly uncertain, 
it is not thought that the entry of Persian 
oil into world markets spread, as it is likely 
to be, over a number of countries is of 
itself likely to bring about any break in the 
existing price structure. The amount is 
small compared with current Meddle Hast 
production lover i00 million tons a year), 

As pointed out above (Section IV (v> ), the 
major part of the consumption in the 
Eastern Hemisphere is supplied by com¬ 
panies who have large-scale production in, 
and marketing interests throughout, the area 
and have obvious reasons, including con¬ 
cessionary reasons, for desiring price 
stability. Where a small concern is able to 
handle Persian oil acquired cheaply, there is 
likely to be local price disturbance, but such 
local situations arc nothing new and should 


not lead responsible suppliers into making 
reductions in their f.o.b. prices at producing 
centres. 

Nevertheless, as things arc today, the 
presence of " cut-price ” Persian oil will be a 
disturbing factor locally, and may have 
much wider repercussions and unpleasant 
consequences in the circumstances envisaged 
in Section V above. 

In our view, Ibis serves to emphasise the 
necessity for close consultation between Her 
Majesty's Government and lhe United 
States Administration in all these matters. 

VII. Conclusions 

The following conclusions may be drawn 
from the above rapid survey: — 

rii So long as oil supplies generally 
remain easy -and there are no imme¬ 
diate prospects of shortage -Persian 
oil can be marketed only at cut prices 
or on specially favourable terms. 

hi) On the oilier hand, outlets—in ihe 
sense of markets, refinery and distri¬ 
bution facilities, &c — arc likely to be 
the governing factor, rather than 
availability. 

tiii) If existing commercial arrangements, 
and the normal supply/demand 
mechanism, arc left undisturbed, the 
amounts of Persian oil likely to find 
their way on to the world market will 
be relatively small as compared with 
Middle East production UGO million 
tons a yeah, They could amount to 
3 j 5 million tons a year in “ normal 1 
markets, ie .excluding United Slates. 

<iv> Such tonnages arc marginal in terms 
of world supply and demand, and arc 
unlikely, so long as the major com¬ 
panies remain unmoved, to upset the 
present world price structure. 

Iv) Nevertheless* there are undoubted 
dangers inherent in the situation, 
e.g., more might he sold, or foreign 
Governments, for currency or other 
reasons, might feel compelled to 
insist that major companies with 
local refineries and their own sources 
of oil should either themselves import 
cheap Persian oil or reduce their o wn 
prices proportionatdy 

(vi) The immediate need is to lake 
account of such possible risks in early 
discussions with the United States 
Administration, as they underline 
the need for close consultation, and 
policy co-ordination on oil mailers. 
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AMERICAN OIL COMPANIES AND ANGLOIR AN J A TVS 
PERSIAN INTERESTS 

Sir G. Jehh to Mr. Eden. [Received April 22) 

iNo. 330. Contiiidcntiab New York, 

(Telegraphic? April 22, f95S, 

Following tor Maud from Butter. 

Humphrey and Dalles have been talking to the American oil companies re their taking 
over Anglo-Iranian's Persian interest. HopWood knows the position as it existed a few days 
ago and 1 expect to be able to cable tomorrow about the American companies reactions 

2. Meanwhile, i gather that Humphrey may mention the matter to the Chancellor and 
it might be as well if he were warned, 

3. The scheme apparently contemplates Anglo-Irani an and Shell being customers of 
(be American syndicate. I would not rate the practicability of the scheme at ail high and. 
politically. I would have thought that it would be quite impossible to sell ti to the British 
public- Certainly live present liming would appear most unhappy. 

Please pash advance copy to Maud, Ministry of Fuel and Power. 

Please send any reply to Washington, 


No. 39 

UNITED STATES COMPANIES AND PERSIAN OIL 

(I) 

Foreign Office to Sir O Haney \Porisi 

I No. 431. Confidential) Foreign Office, 

(Telegraphic) April 23,1953 . 

United Kingdom Delegation. New ’York, telegram No. 330 (of 22nd April I Persian Oil. 

Following for Minister of Stale from Strang. 

You may wish to warn tile Chancellor that Humphrey may raise Lints myites, or you may 
find an opportunity of telling Dulles that we have had this report from (he United States 
Companies and feci he should know at once whai otir attitude would lx- to such a proposal. 

2. Wc should be strongly opposed to any scheme of this so rf for the following reasons: 

(*j> It would be regarded as evidence of American attempts to reduce our influence in the 

Middle East and would have a bad effect on Anglo American relations 

(£p) Musaddiq would be gelling away with a profitable long-term sell lenient without 
having had to submit to an impartial adjudication on compensation for an ex¬ 
propriated concession, This would seriously jeopardise concessionary and other 
investments throughout the world. 

lr) Wc would be increasing our dependence on dollar oil. 

Id) There is also Jive Parliamentary aspect, as to which you will be able lo judge, 

3. The American companies arc hardly hkcly to welcome this proposal, as they would 
be faced with the double burden of striking a hard commercial bargain with Musaddiq and 
a liability to pay compensation of an unlimited size, Moreover, there is no reason to believe 
that Musaddiq would be any more willing or able to give an American syndicate reasonable 
terms than he has offered us. 


( 2 ) 

Sir 0. Harvey to Mr. Eden. [Received April 24i 

(No. 151. Confidential) Parix, 

(Telegraphic! April 24, 1953. 

Your telegram No. 431: Persian Oil, 

Following for Strang from Minister of State. 

Chancellor look this up iliis morning with Humphrey, and spoke on the lines of paragraph 
2 of your telegram under reference stressing th) and touching on sd 

2, It ir,inspired Hurt the proposal was Humphrey's own. and that he had spenl a good 
deal of lime discussing it wilh the United Slates oil companies He was therefore naturally 
disappointed at our reception of iu and in order to soothe his feelings (he Chancellor agreed 
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to confirm with his colleagues in London that they shared his objections. He left him in no 
doubt that it seemed highly unlikeiy that Her Majesty’s Government could possibly accept 
the proposal, 

3. You will no doubt arrange for the Ministries concerned to be consulted and for 
appropriate instructions to be sent to Her Majesty's Ambassador at Washington to convey 
the considered views of Her Majesty r s Government to the United Stales Government, 


(31 

Foreign Otjia hr Sir H XftiUm Washington) 

iNo. 1984. Coafidcfltiab Foreign O&cc, 

(Telegraphic) May 4 , 1953, 

My telegram No. 1911 Eof April 30tr Persian OIL 

please pass following personal message from the Chancellor to Mr. Humphrey. 

I have now been able to discuss with my colleagues your suggestion that we might find 
some solution to the Persian problem on the basis of the American Gil Companies taking 
over the Persian interests of the A I Q.C, 1 would like to repeat my thanks to you for the 
consideration which you personally have given to this possibility. 

As 1 expected, however, my colleagues share to the full Ihtr misgivings about its impli¬ 
cations which I expressed to you in Puns, and are opposed to an attempt to devise a solution 
along these lines for the reasons which I gave. 

I am seeing Lew Douglas this week und will be writing to you whenever 1 have rny thing 
worthwhile. 


No. 40 

- \ISSHO MARU M CASK ; JAPANESE GOVERNMENT TO DISCOUR AGE 
THE PURCHASE OF PERSIAN OIL 

5 jt E, Dentng to Mr. Eden ( Rrevived April 25) 

I No. 463. Confidential? Tokyo, 

(Telegraphic! April 25. 1953. 

My immediately preceding telegram 

Following is text of aide-memoire numbered 300 H6 and dated April 25: — 

Upon Lnvestigiilions of the Ni&tio Mam ease, which have been undertaken with utmost 
a lien [i on. it has come to the knowledge of the Ministry of Foreign Affairs thst the present 
deal by the Idemitsu Kostin Company was carried out within (he framework wherein the 
relevant laws and regulations in (his country allow individual traders to conduct the trans¬ 
action^ of this kind without being subjected to any specific sanction by the governmental 
authorities. Accordingly , the authorities concerned were neither in a position to get informed 
of the transaction nor were empowered to intervene in It administratively. 

Meanwhile* it Is to be noted that it is not the intention of the Government of Japan to 
encourage or facilitate purchases of Iranian oil by Japanese firms in the present circumstances. 
Whatever steps, which may be open to the Government of Japan within the purview of their 
administrative power, are under study at present in order to deal with such a Case in the future. 


EP 1533/174 No. 41 

JAPANESE PURCHASE OF OIL: BRITISH REPRESENTATIONS 

Department of Stair, 

Wuildngion. 

(Confidential! April 29, 1953. 

The Department of Stale has considered (he British request that the United Slate* 
Government make representations to the Japanese Government not to permit Japanese firms 
to purchase oil from Inin and not to permit the import of a quantity of Iranian oil recently 
loaded on the Japanese tanker Ni&sho Mam 

The Untied Slate* Govflfnrncnt ha* made it known publicly on a number of occasions 
that the decision whether or not purchases of oil from Iran should be made must he left to 
such individual* or firms ns may be considering them and lo he determined upon (heir own 
judgment; also that the legal risks involved are matters to be resolved by (he individual! or 
firms concerned, In Ihc light of (he.se sintemcnt.s it is regretted that the United Stales must 
refrain from sppmadiing (he Japanese Government in support of she British representation*. 
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EP 1531/266 No. 42 

MESSAGE FROM THE UNITED STATES TREASURY 

ID 

The Hon. G. fi. Humphrey to Mr. It, A Batter 
(Confidential) Washington, 

Sir. May 6, 1953, 

Your message through the Embassy was received today. 

It u a great disappointment to ate. The more I thoughi of it the more I felt (hut we 
could establish the principle which is so important to you as well as to She oil companies and 
to all future American foreign investors in a stronger and perhaps ever belter way than might 
be possible through arty other procedure. 

The very fact that you have sufficient tide to actually sell it for substantial consideration 
is most persuasive in itself, I, also thought we might include in (he document, if a deal proved 
feasible with Iran, a paragraph acknowledging your right to receive the Consideration and 
confirming, your status in words that might be quite definite. It would, of course, be just a* 
adv: ntageous for she oil companies to make this ns sironp a* possible as it would be for you 
to have it. 

1 hale to drop ihc matter entirely at this stage and before doing so. if you have any other 
or further suggestion (hat we might follow, can you let me know. 

In the meantime, of course, either our Stale Department or yours is perfectly free to move 
in any way and at any time that may seem desirable to them entirely without reference to this 
suggestion. 

With every good wish, and highe-sl regards to you. 

Sincerely, 

GEORGE R HUMPHREY 


EP E5.U 266 
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MESSAGE TO 1 HE SECRETARY OF THE UNITED STATES TREASURY 

Mr. It A Butler to the Hurt. G Humphrey 

Confidential) 

Sir. May IS, 1953. 

Many thank! for your teller of (he 6th May about the Persian oil dispute 

In considering your suggestion in London we were impressed by three distinct considera¬ 
tions. Firstly there art (he very serious practical difficulties involved in my attempt to work 
out a scheme along the lines you suggest which would be fair to the oil companies concerned 
and acceptable both to our two Governments and to the Persians, Secondly we can see grave 
political difficulties at home if we appear (o be surrendering important British interests in the 
Middle East to American Companies And thirdly mc arc convinced (hat nil hopes of 
securing a tolerable settlement out of Musaddiq would disappear if at this stage anything was, 
done which gave him the impression that his intransigence was again paying dividends and 
(hat his rejection of our joint proposals of the 20th February was (he prelude Eg still further 
concessions from our side. 

These considerations seemed to us to hi conclusive but if you fed you would like to 
telegraph or write anything further it will have my personal attention. I would only add 
that we would wish to preserve the strictest possible secrecy as it would lie disastrous if 
Musaddiq was given any reason to believe that new proposals were in Ihc offing. 

R. A. BUTLER 
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No. 43 

PRESIDENT EISENHOWER AS ARBITER: SUGGESTION BY 

l)r + MUSADDTQ 

iH 

Str R. Makins to Mr. Eden. (Received May 9\ 

(No. 995. Confidential) Baahrrtgfo/i, 

(Telegraphid Ma y & r 

Persian oil. 

Following memorandum was handed to a member of my staff in the Slate Department 
today. 

2, During the course of a eon verbal ion on May 3 a burnt various matters. Prime Minister 
Muxaddiq suddenly pul forward an idea to Ambassador Henderson for solution of the Anglo 
Iranian oil dispute' He slated he was willing to have the dispute settled by an arbiter " whom 
Britain and Iran could trust" He suggested President Eisenhower as arbiter. The Ambas¬ 
sador replied that he h:td no authority to convey any additional messages regarding settkmenl 
of the oil dispute and that the appropriate wav to make suggestions in shii regard should 
better be by direct contact w ith the British or through the Swiss. Musaddiq said he did not 
wish to make "formal suggestions" without some hope that they might be acceptable, but 
urged that at least Ambassador Henderson report the conversation to Washington. The 
Ambassador agreed providing it was dearly understood that Dr. Musaddiq was not making 
any proposals to him and that the conversation was not to be considered as reviving discus¬ 
sions retarding settlement of she oil problem, The Prime Minister said that the only decision 
President Ekrnhawer would be called upon to make would be the amount of compensation 
due after deduction of Persia's counter-claims. He said that if the British indicated a willing¬ 
ness to abide by a decision on this matter by President Eisenhower, he would ask (he Majlis 
to give him full powers to go to the United States to lay Persia's case before the President. 
After arriv. I in the United States, he would request the Majlis to permit him to transfer his 
full powers to the President. He expressed confidence that if the British would he willing to 
give full powers to the President, the Majlis would follow his lead in this matter 

2 Department said that it was only after long consideration (hat they bad decided to 
communicate to m this new approach from Musaddiq- They wore not In a position to say 
how serious he was in putting h forward, and they passed it to us without arty recommendation 
No decision had been Liken as to the response the United States Government would make if 
Her Majesty's Government should agree to in vile the President to arbitrate. 

1 They would he grateful for an early indication of your mi:ink in case Musaddiq 
should revert to the subject with Henderson. 


( 2 > 

COMMENTS ON Dr. MUSADDEQg* NEW SUGGESTION FOR 

AN ARBITER 

Foreign Office ffl Sit R. \fiikim {WWiitingfimi 

(No 2131 C onfidential* Foreign Office. 

(Telegraphic! May f6 t 1953. 

Your telegram No. 995 (of May Sh Persian oil. 

Though ii has the appearance of reasonableness, Mus»ddiq'> suggestion must be con¬ 
sidered in the context of past cvenis, Wc are bound to assume that even if he were to agree 
at first Il> arbitration on such wide terms of reference, he would, when it came to the point, 
refuse to allow the President to consider the Company’s claim fur loss of the concession and 
perhaps even to question (lie validity of Persia's counterclaims. He would try his usual 
technique of appeals and political bkcfcmail. 

2. No doubt one reason for this proposal is the hope Ihat It will lead to a wedge being 
driven between the United States and (be United Kingdom. 

3. Wc d o not wash lo enter into negotiations about this proposal* which Musaddiq could 
and would drag out mltrmimiMy, in order to appear to be in negotiations with us so as to 
gain support it! hri difficulties with the Shah and the Opposition. 

4. I hope (hat (he Slate Department will agree that Kfiuaddiq's suggestion is nol reason¬ 
able. and that from the point of view of the United States Government themselves it is 
unacceptable It should not be necessary for Henderson to say that it i> unacceptable to 
Her Majesty's Government. 


No. 44 


61 


REPORT ON THE PRESENT POLITICAL SITUATION IN IRAN 
PREPARED BY THE UNITED STATES AMBASSADOR AT TEHRAN 
ON MAY 8 (COMMUNICATED fit 1 HE UNITED STATES EMBASSY 
MAY II) 

Foreign Office to Sir R Makin% {Washington) 

(No. 1656. Saving. Confidential) Foreign Office. 

(Telegraphic) May //, J95J. 

He considers Musaddiq's position definitely weaker than before he began his struggle 
a gainst the Shall last February this despite the fact that at present cite Court's position 
appears to be weakening as the result of its struggle with Musaddiq and that the opposition 
in the Majlis has been unable to mobilise its resources effectively against him. 

2. It is generally considered in Iran that the appointment of Amini as Acting Minister 
of Court is a victory for the Prime Minister. Since assuming his new office. Amins has been 
aeisng ah intermediary between the Shah and the Prime Minister and bus been issuing a 
number of conciliatory end optimistic* although at rimes conflicting. statements concerning 
progress achieved in reaching an understanding between Musaddiq and the Court. There 
is some doubt, however, whether Amini is actually working in either the Prime Minister's or 
the Shah's interests. It is not entirely dear exactly what the objectives of the powerful Kajar 
Amini family are but Amini'* activities may subsequently prove to have further weakened 
the Prime Minister's position without arertgihening that of the Shah. 

3. 1 he Majlis opposition has not yet been able to take an effective offensive. However, 
it lias not yet been dispersed and still prevents, through guerrilla tactics, the Government from 
engaging in constructive work and the Majlis from achieving a quorum. Should even the 
optimistic predictions of the pro-Govemment circle* th-t the Majlis w ill be able to moei within 
the next few days be burnt out. there is justified doubt that it would be able to take action 
which could appreciably strengthen the position of the Prime Minister, For example, unless 
something unexpected happens the Govcrmnenf may find it extremely difficult to deprive 
Baqaj of Parliamentary immunity. Following the official communique charging Baqai with 
complicity in (he murder of Police Chief Afshartus. the Government's failure in this regard 
would reflect on its strongch. In addition, the Government will encounter stubborn opposition 
in endeavouring to get the Majlis' unqualified approval of the Committee of Eights report 
on substitute measures for limiting ihc powers of die Shah. A further indication of Musaddiq 
decline in prestige and authority in the Majlis is the fact chat General Zahcdi has been 
receiving on ibe whole a sympathetic reception by Majlis members during his asylum ihere. 

4. Musaddiq's basic support among political Leaders has shilled sharply during the past 
six months with Che majority of the original factions of the National Movement now opposing 
hint cither openly or tacitly, There arc even reports now that there is friction appearing 
between the Prime Minister'and the Iran Party which is one of the last of the factions of the 
National Movement which stall give him support Musaddiq's support seems now to be based 
largely on the security forces which he has admitted lo Ambassador Henderson that he docs 
nor trust, (he Government bureaucracy including the recently appointed Governor-General 
whose loyalty is ‘.till untested, the Government \ monopoly of radio, and a variety of groups 
and individuals with widely divergent uilcrcsb such as some of the prominent Kujar and 
merchant families and the Qashqnt Khans In times of stress the Tudch also provides him 
support when it serves the party's interests, His great reputation as a Nationalist leader 
working lo liberate Iran from foreign control is still his most important source of strength 
The fact ihat he has been Prime Minister for two years also provides him with a certain 
degree of prestige with the rank and file of the citizenry. None ihc less, his popularity even 
with the Majlis has been weakened by his failure to receive the cooperation of the country's 
prominent political tenders, by his use of mass demonstrations to pressurise the opposition, 
by his inability to solve the oil problem in a way economically advantageous to Iran, by the 
economic deterioration of (he country, and by his resort to martial law Lo maintain order. 

5. i hc fact remains* however, that Mustddkj still remains Iran's outstanding political 
figure .ii.' ii ihat his. opponents have jet to evidence sufficient courage or unity to constitute a 
serious threat to hint The greatest ihreat which Ambassador Henderson secs to him ai the 
moment is thitE coming from the Amini group working from within. However, this group 
would need ihc most exceptional skill if cither by peaceful methods or by force it is to succeed 
in overthrowing Musaddiq. To an extent General Zahcdi has recovered his position by 
taking asylum in (he Majlis and by explaining his case individually to ihc press and Majlis 
leaders. As yet, however, the General has not succeeded in winning the Shah’s support a 
support which he has considered essentia! if be is \o succeed Mo. in mi fe now being discussed 
in certain circles as a possible successor lo Musaddiq who would be acceptable to the National 
Movement as. well as to various of (he Movement's opponents, Me is a wily deputy who in 
the past has often endeavoured to present himself as a middte-oritbe-road candidate for office. 
Ambassador Henderson feels that he may eventually develop into a real threat lo the Prime 
Minister’s position. He is feared and respected by the Shah, reportedly became the latter 
ihinks lie is a British agent. 
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EP IS33/2Q0 No, 45 

TEXT OF JAPANESE GOVERNMENTS AIDE-MEMOIRE REGARDING 
THE PURCHASE BY JAPANESE FIRMS OF PERSIAN OIL 

Sir t- Dining to Mr, Eden. {Received May III 

(No. 527. Confidential) Tokyo. 

(Telegraphic) May /i* 1953 , 

My immediately preceding telegram. 

1. In the iiidc-mumoire of the Ministry of Foreign Allairs of April 25. 1^53. it was stared 
that study wjs being made of whatever steps might be open to the Japanese Government* 
within the purview of its administrative powers* to deal with future cases of the purchase of 
Persian oil by Japanese firms. Decision has been made as follows: " Necessary measures 
shall be taken to suspend, for the time being, the allocation of foreign exchange funds after 
May I. 1953, for the importation of oil from Persia" 1 . 

2. Wirli regard to foreign exchange fund allocations already at the disposal of individual 
traders prior to May I, 1953. there are hardly any administrative .steps open to the Japanese 
Government to impose retroactive restrict! a ns as to the country of origin of imports 

3. The above mentioned decision was made by the Japanese Government, am mated by 
the sincere desire to promote friendly relations between Japan and Great Britain. However, 
it should be noted that the prevailing comparatively high cost of oil in Japan is likely to be 
regarded as due to the current system of importation of foreign oil. This lias led to consider 
able support for efforts to introduce a competitive dement. It is most desirable that the 
factors governing the international price of oil should be subject to further examination in 
light of the above situation. 

Please sec my immediately following telegram 


HP 1533/204 No. 46 

Dr. MUSADDIQ SUGGESTIONS FOR Oil NEGOTIATIONS 

Sir Winston ChufchitI to Sir V. Mallet (Rome) 

(No, 178 Confidential) Foreign Office. 

Sir. May 16,1953. 

The Italian Ambassador called on May 15 at Sir Pierson Dixon\ request in order to 
receive a reply to the communication in the matter of the Persian oil dispute which he had 
made on April 21. and of which Your Excellency was informed in my telegram No. 150 
Saving of April 22. 

2 Sir Pierson Dixon handed Signor Brosio the enclosed memorandum for the guidance 
of his Government and added that Her Majesty’s Government did not wish to ask the Italian 
Government to transmit a reply on their behalf to Dr. Musaddiq. It would be for the Italian 
Government to decide whether to tell Dr Musaddiq of our reactions, but it was our hope that 
they might prefer I© tell him that they had seen no point in transmilling the message to Her 
Majesty’s Government. The Ambassador look a note of these points, 

3. In discussion. The following points emerged. 

4. The Ambassador said that Signor Theodoli had recently returned from Rome where 
he hsd learned that the Court official attached to Queen Suraya had informed the Palnzio 
('hi mi that in his view, and in that of the Minister of the Court. Musaddiq \ approach through 
the Italians was a genuine one. The Palazzo Chigi had formed the view that Dr. Musaddiq 
attached importance to two main points The first was that hr did not wish to concede in 
advance the principle of compensation for loss of future profits. The second was that he 
wanted to be sure than any sum awarded in compensation would no! be crippling to Persia's 
economy The Palazzo Chici now thought that Musaddiq would be prepared to drop his 
insistence on the firs I point if he could receive assurances on the second, 

5. This led Sir Pierson Dixon to explain so His Excellency the nature of the proposals 
of February 30 Wc had been wdl aware when we framed them of Dr Musaddiq’s apprehen¬ 
sions about the effect of a possible crippling award on Persia’s economy The proposals 
safeguarded Persia against any such possibility. If Dr. Musaddiq genuinely wanted a fair 
and reasonable settlement, the February 20 proposals undoubtedly provided for it, 
|>r Musaddiq \ double object was no doubt to impress the Italian Government of his 
reasonableness arid to be able to id I his own people that he was In negotiation. The 
Ambassador quite saw this point, 

6. Before leaving, the Ambassador explained the position of his own Government in 
ret:::rd to the granting of licences for Persian oil. The whole question was now under study 
and would in due course lie referred to the Italian Cab net. The Italians saw c’carly that there 
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ss:,s a conflict between political considerations and economic. On the political side they 
wanted to do nothing which would embarrass Her Majesty’s Government. On the economic 
side it was becoming increasing'y difficult to resist pressure from Italian interests. The Supof 
Company, unlike Count Delia Zonca. were a respectable concern backed by big interests. 
Moreover the Italian Government themselves had an interest in barter deals between Italy and 
Persia, not bee::use they preferred Persian cut to other oils, but because such deals would be 
g means of saving Italy dollars, which she was using at the rate of SI million a day. The 
Ambassador averred however, that the Italian Government. Ut from whipping up a public 
campaign in favour of dciTs with Persia, were doing all they could to restrain it. 

7. The Ambassador was reminded how important we considered it to preserve the 
common front and that Dr. Musaddiq’s position was becoming increasingly difficult. 1’his 
was a success for the policy of standing on the fair and reasonable proposals nude on 
February 20. Sir Pierson Dixon hoped that on the broadest grounds the Italians would 
continue to support us in this stand. 

8. I am instructing Her Majesty’s Ambassador* et Washington, to whom ! am copying 
this despatch, to inform the United Stales Govern merit of this exchange. 

f have, Ac. 

WINSTON CHURCHILL. 


No, 47 

TELEGRAM FROM THE UNITED STATES AMBASSADOR AT TEHRAN 
OF JUNE 2 REPORTING HIS CONVERSATION WITH MUSADDIQ 
ON MAY 31 

Foreign Office to Mr II , Makins (Washington) 

(No. 1936. Saving. Confidential) 

(Telegraphic! 

On the occasion of calling to take leave of Musaddiq on May 31, the United Slates 
Ambassador had a two and a half hour conversation which he described ;ss “ long, disorganised 
and almost purposeless as usualMusaddiq spoke at length on compensation, shifting his 
ground several times, Mr Henderson was more pessimistic than before about the possibility 
of any settlement with the present Government* his impression being strongly that Tor the 
present al least Musaddiq was not thinking of any agreement which would result in Persia’s 
paying an appreciable amount of compensation. When Mr. Henderson told Musaddiq he 
was thinking in quite unrealistic terms, the latter replied this! it would be better if the United 
States forgot entirely about compensation. He was no longer interested in .i settlement of the 
oil dispute. He felt certain that no settlement acceptable to the Persian people was possible 
at the present lime in view of the British attitude. He must, however, know clearly* once and 
for all and as soon us possible, whether, in the absence of agreement on compensation, the 
United Slates would be willing to give Per*a the necessary financial and economic a&stsfitncc 
in the form of an interest-paying loan. If the answer was in the negative he hoped that the 
United States would at Icti-M remain neutral and friendly towards Persia* A negative answer 
would, however, certainly mean the eventual fall from power cF the Government and its 
replacement by a Comm unisl4om united Gove™ me u* or by a Briiishxlominaied Government 
whichwould soon be followed by a Communist-dominated Government, The present Persian 
Government was the only type which desired co-opcration with the United States. A British 
or Soviet dominated Government would speedily eliminate the United States from Persia, 
Musaddiq hoped Henderson could persuade his Government to give the necessary financial 
and economic assistance. 

2 Henderson said that, in his opinion, m would be extremely difficult for the United 
Stales to give this assistance in the absence of am sign of willingness on the pan of the Persian 
Government eventually to pay a substantial amount of compensation. Musaddiq insisted 
that it was not passible to pay more compensation than ihe value of the Company's assets in 
Persia as shown in the Company’s latest balance sheet. Henderson said this was so unreal ist iv 
that there was no purpose in discussing it. Musaddiq again said that it would be belter li.j 
forget the oil problem. He wanted the United States to define its attitude towards Persia 
without any reference at all to the oil problem. Henderson dosed the conversation by saying 
that Musaddiq’* present attitude seemed quite clear, He would report it it> his Government 
but could not be sanguine about the possibility of Persia receiving substanli 1 assistance in 
present circumstances, Musaddiq said the decision was, of course, one for the United Stales 
Government to lake. He hoped* however* that the United Stales Government would under - 
stand what might be the results of its decision. 
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EP 1531/270 No. AH 

ADDRESS BROADCAST BY Ur, MUSADDIQ ON MARCH 20, 1955 

iCOfrtmvnkrMed by thr Untied Stares Embassy, Jam f& 

My dear Compatriots: 

li \t an honour for me to be diking to you on this day when the endeavours ol the noble 
Iranian people in crushing oppression and tyranny have come lo fruition and w hen imperialism 
has been uprooted by the people. During the past two years I have been witnessing t«ic soured 
.mid gallant *iruggte of my compatriots for the attainment of independence and the eradication 
oi foreign influence from our land with a view to reviving the ancient glories of Iran. I hanks 
to the Almighty. I have weathered the storms and survived this eventful period which I have 
shared with you, 3 must express my gratitude lo you for yOuf full protection and .support 
given to me at all times. I am not happy simply beGiu.su 1 have lived for another year 
among my people or that 1 may live a few years more. I am happy because despite all the 
provocative activities, of the cunning hirelings of foreigners. I have lived through the current 
year and am here on this glorious day on which the foundation of the niilitsnftUsation of out 
oil industry wfc* led by the people, to submit a report cm the actions with which ! have been 
entrusted by the will of the people. 

Two years ago on such a day u few others who thought in the same terms as I togctlier 
with myself managed so have the law of the nationalisation of the oil industry approved by 
the Majlis Wo did this only through the strength and inspiration which we derived from 
the gallon! people of Iran. The proposal Lbat wc managed to have passed by the Majlis on 
that historic day of March 20, 1951. embodied the aspirations of the patriotic people of Iran 
and obstructed the intentions os' greedy foreigners. The proposal contained the principle of 
the nationalisation of the oil industry throughout the country which was approved and 

declared as follows: _ ... . , . .. 

In the name of the prosperity of the Iranian people ritd with a view lo contributing to 
the maintenance of world peace, we hereby propose that the oil industry in Iran be natioua- 
Used throughout the country and all operations including exploration and exploitation to be 
placed under the control of the Govern men i ! 

It was on such a d:y that the foundation of a momentous change m the po dural Mfe ol 
our dear country which is connected wish, the welfare of the Iranian people and world peace 

was laid, _ _ , . 

With the approval of the law of [he nationalisation of the oil industry throughout the 
country, the sinister agreement of 1933 which was imposed on us became null end void and 
was discarded forever. This agreement was concluded through the ignorance and deception 
of the Iranian people and w ith the participation of a few instruments of the Government in 
power and was designed lo enslave the Iranien people. Not a single person had said a word 
on the harm. I hat the agreement emailed 

After 16 years of imprisonment and exile the valiant people of Tehran succeeded hi 
cl ceilin' me as’their deputy in the Nth Majlis. Eleven years hud elapsed since die approve I 
and implementation of the 3933 agreement when on Oetobcr 29. 1944. i pointed out the 
defectv arid the economic and political dangers of this agreement to (he Iranian people. I 
particularly explained the tricks and deceptions of the British imperialistic policy to secure 
a 60-vear extension of ihc concession that was imposed on Iran and tire tremendous tosses 
tri.ii w Cre differed by the impoverished and aggrieved people of Iran during this period 

On the surface'the 1933 agreement was an economic one. hut as it is very diliicdt these 
dayi to scjnnitc economic matters from po itical onus which have become s> intermingled* 
the British had gained numerous m haul age* to further their imperialistic policy lit I rati under 
the guise of economic mutters pertaining lo the oil question, For instance, the cX'A.f.O.t.. 
ihrough the help of the previous puppet Governments faithfully adhered to line principle of 
recruiting cheap labour in Iran for its operation*. The idea was lo make ihc most possible use 
of Iranian labour and at the same time reduce ihc Company 1 * expenditure of the pound 

sterling lo a minimum, . , . t * . *, 

U was in the pursuance of Ibis policy that the cx A LO C interfered m bringing Govern 
men Li to P w*cr; so much so that the Minister of Finance during the wur fixed the rate of the 
pound sterling at twice its real value. The ex-AXO.C, al to obstructed the execution of produc¬ 
tive, agricultural, and industrial projects in Iran* particularly in Khuzistun hy different means 
mi that there would always be a large number of unemployed people prepared lo work under 
any conditions offered to them. Thus the concession which was an economic one on the 
ce meant in fact the economic and political slavery of the Iranian people. 

When the Imperialistic policy learned of my protests in ihc Nth Majlis against the 1933 
■icicement it decided to prevent’ mv return to the Ifhh Majlis at till costs with the hope of 
.. E ,r1iiu* the voice of the Iranian people and saving the 1933 agreement from the danger with 
which it was faced II hid particularly decided to impose a new agreement by the name of 
^upnlenveniiirv agreement on the Iranian pcop'e, 

Thv disrnel story of the 15th elections in Tehran and the fraudulent activities ol me 
then govcrttincnl on the instruction of the ex A 1.0,C. and in protection of the 1931 agreement 
is iiti> well known to my dear compatriots. It was towards the end of the l*ih term of the 
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Majlis that the Gass-Gtihhayuft supplementary agreement was presented by the then Govern¬ 
ment to the Majlis in an attempt to perpetuate the 1933 agreement. True to its traditions, the 
Imperialistic policy failed lo take into account the Iranian people, and it was Chi* very mis¬ 
calculation which fortunately foiled its plans. A number of nationalist elements in the Majlis 
together with myself who received the support of all my dear compatriots outside the Majlis, 
rose against the supplementary agreement, and ihc 15th Majlis did not have lime to approve ii. 

The imperialistic policy which felt the growing danger that threatened the supplementary 
agreement and the 1933 agreement brought an oppressive Government to power by resorting 
to atj sorts of tricks so that the I bib elections might be conducted by (hat Government. 1 he 
Government in question performed what was expected of it and conducted the elections in 
Tehran in the midst of corruption, forgery and fraud. The gaMant people of Tehran, however, 
fought against such fraudulent elections which were cancelled under the pressure of public 
opinion while the ballots wo:re being read out. It was at this time that the sense of the 
vigilance of the people in safeguarding [heir fundamental rights increased, and when new 
electrons took place, the people of Tehran succeeded in sending a few true representative.*, 
who belonged to the National Front lo the 16th Mjjlis. The titanic success which was. 
achieved two year* ago on such a day in tearing up the 1933 agreement vv.is due to the vigilance 
and sacrifices of [lie people who he'd numerous meetings at that time 

The first reaction of the Company to the national isatkrn of the oil industry was the strike 
which occurred in Abadan, Bandar Ma&luir, and Masjed Suleiman on April 20 at the instiga¬ 
tion of the Company a* a result of which a number of innocent Iranian workers were either 
killed or injured. While the Company was engaged in such activities, my collaborators and I 
were bus> ill the Parliamentary Oil Committee to draft the comprehensive law for the im¬ 
plementation of the nationalisation of the oil industry. The law which contained nine articles 
was prepared and presented to the Majlis, Before it was discussed, however, a number of 
deputies suggested in the private session of (he 16lh Majlis that E should assume office a* 
Prime Minister, I. who had proposed die law for she implementation of the nationalisation 
of the oil industry accepted ibis, offer despiLc my weak constitution and with full knowledge 
of the danger* and difficulties that existed. I did not wish my opponents to allege that I had 
shirked responsibility when it came to the attainment of our national aspirations. The only 
condition that 3 attached to my acceptance of the offer was lhat our proposal concerning 
ihc implementation of Ihe nationalisation of the oil industry be approved by the Majlis before 
I assumed office a* Prune Minister. 

This condition was pul forward by me in order to eliminate the danger of suspense 
with which the approval of the nine-article law might have met in the Majlis. I feared (hat 
by being Prime Minister I would be unable lo follow up that la** in the Majlis, and ii may 
well be "that the offer was made to me :il that delicate and crucial moment because of cliis. At 
any rate, the min e-article taw Was approved by the Majtis on April 30 and the next day I 
assumed office a* Prime Minister solely motivated by the desire to carry out that law. 

Two years have dapsed since the nationalisation of the oil industry. Despite the fact 
that I have taken every appropriate opportunity to inform my d c:: r com patriots of the view* 
arid the steps taken by tits? Government, I should like to bring to their anencion, briefly Ihc 
difficult stages through which wc have passed, thanks to rhe sustained support of my country¬ 
men in implementing the Nationalisation Law. 

The first difficult stage concerned Article 2 of the Nationalisation Law on taking over 
full control from the ex-A,1.0,C which had employed rill its technical and other facilities ill 
Khuxislan to prevent us from assuming control, The Company at least hoped that a series 
of unpleasant incident* would accompany the process of taking control by us. Certain 
provisions in Articles 2 and 7 of the Nationalisation Law necessitated discussions with the 
exALOC. particularly at that time when the Company seemed to he favourably disposed lo 
such distil*..ions, On May 30, 195L the ex-AJ.O.C, was asked to present it* representatives 
and it wa* stipulated that the discussions would be within the framework of the Nationalisa¬ 
tion Law. Li wax hoped that such discussions would facilitate ihc action of taking, over 
control from the cx-A LO.C 

A delegation headed by Jackson wes presented and after a few cession* it submitted a 
series of proposal* to the Iranian de'egasitoo which consisted of ihe representatives of the Joint 
Oil Committee and Government representatives. These proposal* were absolutely incom¬ 
patible with ihe Nationalisation Law and were in fact most childish. Under cleverly worded 
sentences and phrases* (he proposals aimed at stabilising the former position of the cx-A l .G.C- 
Thu* the ill design* of the ex-ALOC. in preventing ii* from taking over full control became 
evident and the Government took it upon iisdf to fully implement the provisions of the law 
On June 20, 1451, (he Government instructed it* representative* in Abadan to take over 
control from the evALQ.C. 

Thunks to the care of Government officials and the representative* of the Joint DIE 
Committee who had been specially sent to Khumtao by the Government, and thanks m die 
cooperation of the workers and employee* of the oil region and (he patriot!* people of 
Khuristan, the aeiion of taking over control from the cx-A I.O.C. proceeded without a single 
hitch and was attended by a brill tan I success, tf 3 do not say anything at this stage about 
parachutists in Cyprus and the arrival of British warships near Abadan, ii is because I am 
convinced (hat the valiant people of Iran who were engaged us a hard struggle of political 
.uni economic survival wore to tally undaunted by these measure*. Asa further mark of uur 
good will, wc bore two fundamental points in mind while we were taking over control from 
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ihe ex-A.l.O.C, We wanted to arrange for the uninterrupted flow of the Iranian oil to the free 
markcLs of the world, acid wc also wanted lo make u*c of I Ik experience of real oi] expert 
who were of a foreign nationality in operating ihe gigantic oil installations. To meet tbc.se 
views, w; suggested that British oil u rakers calling at Abadan and Bandar Mashur carry the 
oat against a receipt to the effect ihat they had received thcT oil from the National Iranian 
Oil Company and that they would »Ule the relevant accounts. 

We also invited all the foreign experts to continue their services on the basis of individual 
contracts with the National Iranian Oil Company with the same salaries and privileges that 
hud been enjoyed by them, Unfortunately, the ck-A.LO.C- did no! respond favourably to 
these two logical proposals. H prevented the tankers from giving receipts and M the same 
time warned the experts against serving the National Iranian Oil Company. Consequently, 
I he delivery of oi! lo the tankers of the tx-AJ.O.C, was slopped and the experts were 
prevented from continuing their work in the oil installations. 

White we were thus engaged in Iran in taking over control from the ca-A-LO-C. the 
British Government launched a complaint against us in the International Court at The Hague 
io slop us. The Iranian Government had declared that the Court was not competent (o 
interfere in the Iranian oil question. Nevertheless, on Jane 6. 1951, the Court issued a ruling 
to prevent the Iranian Government from taking over control from the cx-A.LO.C- The 
former President of ibe United States, in course of a speech, recommended a provisional 
agreement to be reached by Iran in complying with the provisional ruling of The Hague 
Court. Needless to say. the’Iranian Government rejected the ruling of Ihe Court which was 
cancelled by The Hague Court in its final decision on July 22. I£52. 

On Juiv 9, 1951, the former President of the United States informed me through his 
Ambassador in "Tehran ihal lie intended to send Mr. Ha mm an as his special representative 
to Iran in an effort to find a solution to the od problem- I replied that there was no objection 
to ills', provided the ensuing negotiations did not nullify our national right which hud lo be 
safeguarded within the framework of the Nationalisation Law. Mr Hum man arrived in 
Tehran on July 15, I£51. and immediately began negotiations with the representatives of the 
Govern mem and of the Joint Oil Committee 'The result of these negotiations was a formula 
with 14 articles which was finalised in ihe joint session of the Council of Ministers and the 
Join! Oil Committee on July 22, 1951. Briefly, the formula said that li (lie British 
Government accepted the principle of the nationalisation of the oil industry in Iran according 
to the Single Article approved on March 20, 1951, on behalf of the ex-Al.Q.C., the Iranian 
Government would be wilting lo enter into negotiations with British representatives acting 
on behalf of (lie ex-A J.O.C. to settle the oil dispute. In ils official letter of August 3, 1951, 
the British Embassy accepted [fan's proposal on the recognition of ihe principle of 
nationalisation, and the Govern men i therefore declared its preparedness to begin negotiations 
with the British delegation. This delegation which was headed by Stokes. British Lord Privy 
Seal, arrived it! Tehran on August 4. (951. and presented ils eight--article proposals to the 
Iranian delegation. The proposals aimed at arranging for the return of Ihe ex-A.I.O.C. under 
new names, such as "purchasing organisation* so (hat the Company could once again 
establish its control over our oil installations Through selling tip such novel organisations 
ihe proposal* aimed at giving u> no more than 50 per cent, of the oil revenues, British 
establishments were thus to have the monopoly of ihe sale of our oil They even talked 
about a British director-general to be appointed lo conduct refining a Eld exploitation 
operations None of these points conformed to ihe provisions of the Nationalisation Law. 
and the proposals were therefore rejected. The British delegation was told that as the 
principle of the nationalisation of the nil industry had been recognised by the British 
Government on behalf of itself and the ei>A.LOuC.. the Government was willing to discus 
the vale of oil. the services of foreign experts and the determining and payment of 
compensation. 

From ihe attitude adopted by the British delegation during the lust days of its stay here, 
it was evident that the British, by submitting such unpractical proposals, intended to wesr otil 
the Iranian people and Government through economic pressure and internal difficulties in the 
hope that this Government ought give way lo another which would conclude an agreement 
according to the lilting of ihe British As this object was not achieved, the British delegation 
and Mr Harriman left Tehran on August 22, 195!, and August 24. 1951. respectively. The 
only positive result achieved by these protracted negotiations was the recognition of the 
principle of nationalisation of the oil industry by the British Govern mem and on behalf of 
the cXrA,EjO.C* which automatically eliminated ihe 1933 agreement fand the speculative 
profits demanded for (be remaining period of the 1933 agree men ti. 

Ax ihe Government fully realised that the continued slay of British expert', might create 
unrest among the worker, of (he N.I.O.C. and ihe people of Khuzisiun. preventing at the same 
time other customers from busing oil front Iran, it decided to resist the subversive activities 
of the British Government and the evAXO.C, In the joint session of the Council of Ministers 
and the Joint Oil Commit tee on September 24. 1951, it was decided to caned the residence 
permits of all British experts. The following day the Provisional Hoard of Directors of the 
NIOC was instructed lo have tile residence permits of all British experts cancelled by the 
appmpn,-ic authorities so ihrt the experts could leave Iran within a week. This instruction 
was duly carried out. 

As my dear compatriots have noticed, the Government was faced with all sorts of d'ffL 
cullies and (he subversive activities of our opponent in Implementing the Nationalisation Law 


The Govern menu however, drew inspiration from the valiant people of Iran who were bem 
on shaking off the foreign yoke and treeing themselves from privations. It therefore: resisted 
wjth greater determination against new obstacles and kept on forging ahead, 1 hus within 
five months the Company was dispossessed of its control and all British experts were sent 
away from Iran. 

Our obstinate opponent, however, did nol sit idle, and on September 29. 1951, an official 
report was received from America that the Bniish Government had launched a compliant with 
the Security Council against the Iranian Government for the implementation of the Nationali¬ 
sation Law, The Iranian Government which had no reason to enter into a controversy with 
the British Government over the oil issue was thus involved in a new difficulty. All ekmg, 
however, the Government was conscious of the principle that any nation which is desirous 
of vindicating its rights and leading an honourable life must bear with difficulties and remain 
unaffected by threats. Counting on the help of the Almighty and ihe support of publ.c 
opinion. I was determined to achieve our tin a] goal at all cjsI.s, To answer the British Govern¬ 
ment l left Iran for the Security Council, and on October 14, 1951. 1 refuted the arguments of 
the British and presented Iran's ease at length in connection with the incompetence o:f the 
Security Council (o deal with the off dispute, 

I also took the opportunity anti told the whole world of the tyranny of the ex-ALGX its 
interference in the domestic affairs of Iran and ils plunder of our oil revenues in an attempt 
to keep ihe Iranian people in abject poverty. 1 also stated in the Security Council that the 
Iranian people were determined to pul an end to die interference at foreigners in their affairs. 

After live sessions of discussions and deliberations, the Security Council decided to with¬ 
hold its decision on (he oil dtispuie pending the ruling of the International Court at The Hague 
on its competence to deal with the oil dispute. In this way the British Government obtained 
no result and did nol succeed in securing I he surrender of the Iranian people and Government 
which continued to resist with fresh vigour. 

The invitation that was extended to me by the former President of rite United States and 
the discussions that look place on oil in the first meeting, provided the United State* Depart* 
men! of State to pick up where Harriman hud left off and mediate in the negotiations between 
Iran mid Britain. My only object was the implementation of the Nationalisation Law and our 
national aspirations, and hud therefore no objection to the continuation of discussions. 
During im stay of 25 day?, in Washington negotiations look place with the then Under¬ 
secretary of (he United States Deportment of State, but tins period coincided with Churchill's 
accession io power in Britain. The British Conservative Government did not posies* any 
good will and the negotiations did not achieve any positive result 

During the last days of my stay in Washington the assistant of (he World Bank culled on 
me and had a discussion with me about the reactivation of our oil industry. E told him that 
if ihcy refrained from appointing British experts and fixed the price of oil which they intended 
to buy from us beforehand, some result could be achieved by negoirations It was decided 
that the Bank should study the mutter and convey it* views io the Iranian Government. 

Fortv days after rny return from America the World Bunk sent a letter through two of 
its members for further negotiations. The Bank's proposals, however, contained certain vague 
points about ihe responsibility of managing the oil installations, the extent of the Bank\ 
authority, and a general agreement for the export of large quantities of oil. Most important 
of ail, there was a point about the division of the proceeds of sale between the seller and the 
principal buyer, and the depositing of a part of the proceeds with the World Hank by Iran 
These points were unacceptable and therefore an answer was given to (he proposals asking 
for further explanations and pointing out that the Batik's pro[tos;ds did not conform to our 
discussions in Washingtonj The representatives of the Batik left for the United States on 
receiving our reply in order to submit a report to the Bank about their observations in Tehran 
and Abadan. 

On February 5. 1952, & telegram was received from Mr Garner of the World Bank saying 
that he had decided to conic to Tehran for negotiations along with the delegation The 
Government agreed to this and the aforesaid delegation arrived in Tehran on February 12, 
1952. to start negotiation!! with an Iranian delegation appointed by the Government. Nego¬ 
tiations continued until March 16. 1952, and it was known that the proposals of the World 
Bank did not conform to the provisions of the Nationalisation Law. The Bank insisted on 
the Appointment of British expert? in live oil installations and wanted to assume charge of 
exploitation operations regardless of the legal position which was the outcome of taking over 
full control from the ex-A.I.O.C The proposals of the Bank on the price of erode arid refined 
oil resulted in 5U per cent, of ihe profits to go to Iran as her -hare. Consequently, these 
negotiations which were far from being disconnected with (he subversive activities of our 
opponent met with failure. 

Realising that the impartial World Bank refused to familiarise itself with legal inter¬ 
national principles and (hat the Great Powers put their own interests above any other con¬ 
sideration, we came to ihe conclusion that the Iranian people musl make greater sacrifices to 
reach their goal. 

On April 12. 1952, I set out my views in a six-article programme which included budget 
and administrative reforms as well as I lie rapid dcvclopmeitl of agriculture dm! industry as 
well ire giving up ihe oil revenues. This programme was discussed with the deputies of the 
17th Majlis when a few days later it was learned that the f ntematiDim! Court at The Hague 
had decided to look into the British complaint against Iran on June 9, 1952, In 
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consultation with members of the Joint Oil Committee* l began to prepare: the necessary 
documents. 

A-. ihe British Government was disregarding the right of Iran in defiance of all inter- 
national principles, 1 decided to go to The Hague Court and personally present otir cast and 
the position taken by us regarding she Court's incompetence to deal with the dispute. In the 
middle of June, 1952. I left for The Hague with a delegation. Following the defence of our 
ease in The Hague Court, one would have thought that die British Government would at last 
abandon iu tyrannical attitude and prefer rh- friendship of the Iranian people to its material 
interests, and once and for all give up the hops of seeing ihe Iranian people submit. In. true 
British tradition** llw British Government continued its obstinate attitude and it was evident 
that in view of its failure in international organisations, it tried to resort to provocative 
measures m the hope of gaining its end. 

On my return from The Hague on June 24, 1952. \ noticed confusion in the country 
which had been caused by the acent of foreigners who were acting against the Government. 
On July 17, 1952, white the judges of the International Court were preparing their decisions, l 
was compelled to relinquish office, but the courageous people of Iran manifested such 
sentiments and feelings in the capital and the provinces four days after my resignation that 
culminated in the national rising of July 2L Commanded by public opinion, l resumed 
responsibility to conduct the affairs of the country and the next day the equitable ruling of 
the International Court was announced and once again right prevailed over might, Thus on 
two successive days two successive defeats were Inflicted on the British imperialistic policy in 
Tehran and at The Hague. 

The ru'iiig of the International Court was on: of In: brilliant successes of the Iranian 
poop e in the oil struggle which consolidated our legal position as well as our international 
position in the oil dispute, ti was expected th: ( ihe British Government would see reason and 
show some good wilt to settle the dispute. This, however, was not to be, and a fortnight after 
the issuance of the Court’s ruling my Government sent a note to the British Embassy on 
August 7. 1952, pointing out the activities of the ex-A.LG.C. in preventing the export of 
Iranian oil Under six headings the claims of the Government from the tX-A,l.O.C. and the 
tosses .suffered by Iran because of the British Government and she ex-A.|.().C, were set out. It 
was particularly stressed that speedy action should be taken to pay the amounts due to Inin 
according to the balance sheets of the ex-A I.O.C T he note went on to say that the Iranian 
Government was willing lo enter into negotiations to find a solution to the oil problem within 
the framework of the Nationalisation Law. :md that the ex-A.l.O.C. could refer Its ease to 
competent Iranian courts. 

By sending this note, the Government expected that in view of the critical economic skua- 
lion of Iran, the British Government would lift its economic blockade of Iran which h-iid been 
instituted against international principles and that the cx-A.LO.C would accept to pay 
immediately ihe sums to Iran and rofer to Iranian courts to settle the question of compen¬ 
sation. Instead of fill Riling these reasonable expectations, the British Government and rite 
ex-AJ.O.C. once again resorted to a policy of procrastination. A considerable time elapsed 
and no reply was forthcoming to the Iranian note l was therefore compelled to remind the 
representative of the British Government in (his connection. Ai long Inst on August 30, 1952* 
the British Charge d'Affaires and the American Ambassador called cm me together and 
submitted a joint message from the former United Slates President and Premier C hurchill. Ii 
wm known that the joint message was in reply lo the Iranian note of August 7. £952, The 
joint message contained certain proposals on the manner of settling the question of compensa¬ 
tion and relaxing restrictions placed on Iranian funds in London. The proposals were 
unacceptable because they did not conform to the provisions of the Nationalisation Law and 
in fact entailed new impositions on the Iranian people and Government. The message in its 
entirety pave one the impression that the British Government was labouring under the 
illusion that the Iranian Government had been reduced to such strained economic 
circumstancethat it would submit to juvl any conditions The fuel is that the Iranian 
people will never submit to conditions which arc incompatible w ith their national honour and 
political and economic independence. 

On September 24* 1952. the reply to the joint message which contained adequate reasons 
for the rejection of the proposals was given. To prove its good will, the Iranian Government 
asked for certain exp!anations to clarify the vague points of the proposals and submitted 
C 'unicr piajirtsals,, after consullalion with the Joint Oil Committee., on Hu question of com¬ 
pensation and the examination of the claims of both sides as well as the determination and 
payment of damages anti the outstanding account of £49 million due to the Iranian Govern¬ 
ment by the ev-A.l.OC. On October 5, 1952. some explanations on the joint message were 
received from the British and American Foreign Ministers with no mention being made of 
the Iranian counter-proposals. B became evident once again that the British Government 
did not wish a settlement and intended to persist in its policy of procrastination, On October 
7, 1952* a special nose wav sent by (he Government to the British Foreign Secretory and ihe 
cx-A.f-OC. was invited to make a payment of £20 million on accoum of the sums due by it 
and vent its representatives within one work to start negotiations within the framework of the 
Iranian turner-proposal*, At the end of (his note it was particularly emphasised I hat the 
Iranian Government hud constantly pointed out the grave consequences of the policy of 
procrastination in settling the oil dispute and that once again it made it dear that it would 
not accept responsibility for this -late of affairs which could not continue. 


On October 14, 1952, the British Embassy in Tehran sent a reply to ihe Human note 
and unmasking the illegal .intentions of the British Government, openly demanded compensa¬ 
tion for the remaining period of the 1933 agreement while denying the legitimate claim of 
the Iran is n Government in connection with the £49 million and the claim for damages in 
connection with ihe activities of the cx-AJ.O.Ci in preventing Iran from selling her oil. 

Ever since the nationalisation of the oil industry the policy of the cx-A,l.O.C, and the 
British Government has been bused on resisting ihe national aspirations of Iran and ihe good 
intentions of the Iranian Government, hoping to eventually frustrate and wear out the Iranian 
people and Government. 

The Iranian Government which had manifested its good will in the oil question to such 
great extent by asking the [ankers of the ex-A.l.O.C, to carry oil against receipts and the British 
experts to continue their services wiih the same calorics and privileges received no favourable 
response from the British Government which pursued an attitude ihut ran counter to the 
principles of friendship and collaboration between Governments, Eventually, the Iranian 
Government was compelled to break off such relations that caused internal provocations. 

On October 22, 1952, (he Ministry of Foreign Affairs declared (he intention of ihe Iranian 
Government to break off diplomatic relations in a note to the Iranian Government, The note 
pointed out I hat the British Government far from helping (he settlement of the oil dispute 
which is of vital importance la Ihe Iranian Government illegally helped die ex-A.l.O.C. and 
(hereby prevented a sen lenient. The note particularly pointed out that British diplomatic 
officials in Iran stirred up trouble unci Interfered in the domestic affairs of Iran and thet diplo¬ 
matic relations between the two Governments would he re-established only when the British 
Government realised the true nature of the national movement and aspirations of the Iranian 
people. 

The rupture of diplomatic relations between the Iranian end British Governments docs 
not necessitate a rupture in the friendly tics between the two nations. The Iranian nation has 
always regarded the British people with respect and is hopeful shat the people at the helm of 
dtei Government will also pay somewhat more attention to the facts and circumstances of the 
world today and consider the awakening of nations, thus abandoning the method they have 
been hitherto practicing, and adjust their policy to world conditions todaj in order to enable 
the two nations. Iran and Great Britain, to benefit from friendly relations through renewing 
their diplomatic relations, 

Then Ihe American Government through its Ambassador, ihe Honourable Loy W 
Henderson, repeatedly expressed iu interest in continuing the negotiations with a view to 
finding a solution for the settlement of ihe dispute, add the Iranian Government was hopeful 
I hat in This way an equitable solution acceptable to both parties would be found, 

Conferences held between the Ambassador and myself were chiefly on the following two 
subjects: First settlement of (he chirms of the Iranian Government and the former Company; 
and second, ihe sale of oil abroad in such quantities as would bring (he Abadan plant into 
full operation. 

Explanations wrill now be furnished about each of these two subjects: 

U> With regard to (he claims of the former Company for compensation jrnd (lie Iranian 
Government's counterclaims: as my dear compatriots know, the Iranian Government in its 
reply to the joint Churchill-Tniman message ol August 24. 3 952 ‘Me-hrmtih 2* 133 i J, accepted 
adjudication by lire International Court of Justice on certain conditions. The question of 
accepting adjudication by the International Court of Justice must be explained jit a few words. 

After the Intenmlional Court of Justice confirmed the correctness of ihe Iranian con¬ 
tention challenging the jurisdiction of the Court in the oil matter, the dispute between Irac 
nd tile former Oil Company could b; brought only before the Iranian courts. However, 
t he Iranian Government accepted adjudication by the fnlernatioQail Court lor (he following 
reasons: 

Firstly, (lie Inlotneitonal Court of Justice had proved its impartiality and righteousness 
to The world in the Iranian oil question by the decision which it handed down declaring that 
the case did not fall within its jurisdiction. 

Secondly, the Iranian Government and people in no w ay refuse to acknowledge the rights 
of anyone. This, is evidenced by the law nationalising the oil industry which provides for 
the possibility of paying damage if proved 

Thirdly, the British Government on various pretexts, including the pretext that Iranian 
courts might deviate from the limits of impartiality, was not prepared to lake up its claims 
with the Iranian courts. 

Fourthly, the Iranian Government wanted ihe claims to be speedily settled. 

However, inasmuch ax the content of claim must bo made clear in any litigation, Lhc 
Iranian Government requested thus the content of the claim be ascertained in order shat the 
issues may be clarified and the two Governments may he able to refer their claims \o the 
IfttrrtiL'tionul Court of Justice. 

hi its proposal of Shahrivar 3331 ■August 30, I952i the British Government determined 
the basis of its claims as follows: 

The compensation to he paid in respect of the nationalization of the enterprise of the 
Angles Iranian OF Company in Iran having regard to the legal position of (he parties existing 
immediately prior to nationalisation and to all claims and counterclaims of both parties. 
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t he inimsifi Government in reply to \Wt* proposal slated that the phrase M legal position 
of boil) parlies immediately prior lo oali Orta lisa lion ” was intended to legalise the invalid 
agreement of 1931 which has never been accepted by I he Iranian nation and this, is in no way 
acceptable to the Iranian Government. 

This difficulty and the uncertainty of the bus's. of compensation were responsible for the 
fact that the proposal's and negotiations of Shahrivar end Me hr did not achieve any result 
and direct negotiations ceased, 

In the recent conferences heEd between the Honourable Lay W. Henderson, the American 
Ambassador, urn! myself ihc British Government has proposed I hat in place of the phrase 
" legal position of the parties mi mediately prior to nationalisation " She phrase “ lair com¬ 
pensation for the loss of Company's enterprise " be inserted. 

T here were numerous reasons which prevented us from accepting this vague and uncertain 
basis for (he tieieriniualion of compensation, (to wit l- 

First in nationalised industries throughout the world, assuming the existence of a contract 
entered into in accordance with icgal rules, without Imposition and ini inhibition. nothing is 
paid except compensation for properly and establishments ati-J to agree to pay compensation 
for the loss oE enterprise :s at variance wdh jhe pr ncipie of nationalisation of industries and 
would be defeating the purpose of nationalisation. 

Secondly, the former Company tn fact did not have an enterprise in Iran, On the other 
hand it must be said that it was freely taking away the greatest national wealth of Iran, and 
what it actually paid the Iranian Government for this windfall was actually only a sum paid 
the Government authorities (t> keep them quiet; Therefore to pay one rial! for example, and 
make a profit of twenty rials is no enterprise. It is a form of plunder for which there is no 
precedent anywhere m the world. My dear comp. Uriels will agree that if we accept the loss 
of such "enterprise" as the basis of compcn.sation. we should turning over direct to the 
former Company alt our oil revenues as compensation, for in truth the former Company has 
lost a very lucrative '■enterprise" through the nationalisation of the oil industry. 

Thirdly, acceptance of the loss of the enterprise as the basis of compensation 'may involve 
another difficulty, namely, they may claim that if the oil industry hud not been nationalised in 
Tran, such a very lucrative enterprise ;.nd such a wind fa 1 1 would have been at their disposal 
for many more years, Iri that case even all the oil revenues could not compensate Tor such 
damage, or in reality compensate for such plunder. 

In short, for the reasons mentioned above the Toss of the enterprise could not be accepted 
by the Iranian Government as the basis of compensaEton, 

The Iranian Government made the counter-pro post! that the value of Hie property and 
establishments of the former Company in Iran should be made the basis of compensation, for 
thus was the only compensation that the Iranian Government could accept in accordance with 
accepted world principles, 

<21 The question of the sale of oil: As to the negotiations conducted concerning the 
s;Ue Of oil, it would suffice to say briefly that the said negotiations were based on ihjs (ideal— 
that after the signature and implementation of the agreement between rhe Iranian Government 
and Ihe British Government with regard to compensation, an American agency would 
purchase Hum the National banian Gil Company n certain quantity of oil. whh a substantial 
reduction, amounting to S3 33 million, and the sum of S50 million would be advanced to the 
National Iranian Oil Company immediately after the signature of the agreement. In this 
connection, it was suggested as a condition for the k&El- of oil and payment of the advance 
that a company or international organisation be sei up, in which the former Oil Company 
should participate and that the Iranian Government agrees that she National Iranian Oil 
Company will enter into negotiations with this International Company with a view to con¬ 
cluding a contract for the purchase of crude and refined oil «n large quantities over a period 
of years and on such icrmi as might be mutually agreed upon, 

Inasmuch as these transactions, were made comingem on ihc signature and implemen¬ 
tation of the Compensation Agreement, no result could be achieved unless ru agreement was 
reached in the matter of compensation, 

Nevertheless, die Iranian Government expressed lo the Hoaorab'e Mr. Henderson, the 
American Ambassador, its views with regard to the said questions, and the conversations 
continued wiih a view to Ending a solution. But unfortunately, the exseniijl difference on the 
subject of ihe basis of the former Company's claim for compensation still remained in its 
original form, and the British Government kepi insisting that "the loss of the former Com¬ 
pany*'. enterprise as a result of the laws rmtio mt li sing Iranian oil “ should tie the basis of 
examination by the International Court of Justice in determining the amount of compensation, 
and this stipulation could not be accepted by the Iranian Government for (he reasons already 
staled 

Before 1 define the position of the Iranian Government with regard to oil, I must 
tell mv dear compatriots that there -ire two basic reasons why (he oil dispute has not been 
settled: 

( I y The British Government's expectations of a few of our fellow countrymen who have 
been protected by That Government for more than a century in Iran, and who have thrown 
the people of ih's country into such a deplorable plight lhat they must satisfy their hunger 
with a loaf of bread and do without any of the a men i ties cf life. The British'Government’s 
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expectation is that these few who have usurped the rights of their compatriots in different 
ways under the protection of that Government and who have been treacherous to their own 
motherland will restore former condttions were it only in order to protect themsclves, and the 
British Government would be able to settle the oil question as it pleases with its proteges 

I2> The other factor which precluded a settlement of the oil question was the interests 
which certain huge oil firms have in the Middle East. Those firms have, as a result of props 
ganda conducted by the former Company, come to believe that in the event of she oil problem 
being settled on the basis proposed by the Iranian Government their interests might be jeopar¬ 
dised, It is for this reason that the proposals heretofore submitted to the Iranian Government 
either directly or through the Untied States have been in tilt same sense though differently 
worded, and none of these proposals has safeguarded the rights of the Iranian nation. They 
have not. therefore, been accepted by ihc Iranian Government and people. 

There are two more fundamental points that I must also bring lo ihc attention of my 
compatriots: 

First, the Government will iry io sell its oil abroad: It has noE thus far failed io make 
every' effort in that direction. Praise be to G«d the verdict handed down by the Court of 
Venice looms as a harbinger of the success, erf the Iranian people and Government in ihc sale 
of oil. There is much hope that hereafter serious purchasers will be found who will Waul to 
buy Iranian oil. and God willing the Government will be able lo proceed wiih the full 
operation of the Abadan plant as the result of the exportation of oil. 

Second, the door to negotiations with the British Government is not dosed. At any time 
that the same Government is willing to enter into negotiations and Lo give due consideration to 
the rights of Iran, the Iranian Government will be ready to negotiate. Bui of course the fact 
that the Iranian Government is prepared to settle the oil question does not preclude the taking 
by the Government of other measures to make the prerent budget of ihc country' independent 

of oil revenues. - , * . 

In the meantime 1 must point out that in the realm of (he economic and financial affairs 
of the country, although the southern oil revenues hare ceased to flow, even though the tost 
of maintenance of the plant is a heavy charge on the budget of the country, praise be lo God, 
the Government has been able to stand cm its own feet. All the factories which had stopped 
running have resumed operations: the debts of (he Government and the salaries of ihc 
Government employees have been paid on time ; the Government has honoured its obliga¬ 
tions; and in fact, contrary to [he predictions or the country’s enemies that the Iranian 
Government and pwp'v have emerged victorious from their severe lest. 

The enemies of the country want to make it appear that ihc Government has beer remiss 
or negligent in settling she oil question. 1 ask my dear compatriots; Are ihc British proposals 
concerning compensation, which is die bn sis for the settlement of the oil problem, acceptable 
lo the Iranian people 

If the Iranian people consider compensation its requested by the British Government 
acceptable, ihcn ihc Government has really been remiss in not sealing the oil question. If 
h is not acccpuble. what then is the Government io be blamed for? 

Now 1 that the negotiations conducted have to a certain extent been reported so the Iranian 
nation* I sha'l dearly express the views or tire Government with regard to oil: 

in In case the former Company agrees to a basis acceptable to Iran for determining 
the amount of compensation claimed and nr states a maximum amount of its claim which 
would appear reasonable to the lituran Government, the Iranian Government will agree lo 
have the Company's claim for compensation and ihc Iranian Government's counter-claims 
referred io adjudication by the International Court of Justice. 

The Iranian Government is prepared to pay within a minimum period of lime any 
cmouiit of compensation that may be determined by the International Court of Justice to be 
due to the former Company, out of 2$ per cent, of the net revenues and‘or by delivery of 
crude oil and refuted products at d reasonable international prise. 

(31 Instead of referring to (he International Court of Justice ihe Iranian Government 
has been prepared and is prepared to enter into negotiations with the plenipotentiary rep¬ 
resentatives of the former Company and the British Government for the purpose of settling 
the claims of both parties in an amicable manner. 

This was a report on what has been achieved during the past two years as a result of the 
sacrifices of the people and offers u perspective of the successful stages covered by the 
courageous people of Tran in their greatest and most momentous struggle of their history 

Ifwe have emerged triumphant in tins great and holy national straggle and are praised 
by ihe world for our patience and sieadfiistnc&c it is because we have acta! with unanimity of 
purpose towards final Victory and have continuously encouraged and supported ihe Govern¬ 
ment which has been engaged in a fight against foreigners to preserve our interests. 

Three years ago even the rural optimistic of persons could not imagine the miracle that 
could be worked through unity. He could not discern the secret of our national independence 
and sovereignty. Thanks to our unity, we have overcome innumerable difficu'Lie- and have 
driven away the mischievous anti crafty opponent who oppressed us and ruled over us for 
ISO years. Wc have shown jo the world that we stop nt nothing in the realisation of our 
national aspirations. A few more steps and we shall achieve final and decisive victory. We 
must (reverse this short distance with patience and steadfastness. May 1 lake (he opportunity 
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once again of thanking aD classes of the population, and particularly those friends anti colter* 
bora tors who from the very outset and during difficult periods guided our national movement 
and fought for the independence of our country. 

In any living nation which is desirous of freedom of thought, and a democratic Govern- 
mciit. divergence of views on minor and major issues inevitably occur which in normal limes 
ussutiwd ibe shape of parliamentary, press or party controversies. But at a time when the 
political and economic independence of the country is threatened by an external danger, ail 
differences must he set aside and everything should be devoted to the defence of the homeland. 

Divergence of opinion must give way to absolute unity and the whole nation must be 
mobilised to resist The enemy. Once victory has been won. there will be plenty of time to 
attend to other affairs and give vent Eu divergence of views. Should the enemy penetrate our 
stronghold and sow dissension among us. he will succeed ^n depriving those who light for 
Uk'it rational rights o* their freedom of action and will seriously prejudice and harm our 
sovereign rights. 

1 he fruit', of several years of struggle and unity make it incumbent upon us to preserve 
our unity. We must always bear in mind that we ure the sons of this land which has come 
down lo us iii ft herit age from our glorious ancestors to the present lighting and self- 
sacrJ icing generation. 


EP 11338/2 No. 49 

SOVIET- IRANIAN TRAD1 AGREEMENT 

Sir A , Gmcoigine to Sir Winston Churchill. {Received June 22) 
iNo + 12JE. Confidential! Moscow. 

Sif « June IS, 1953 . 

I have the honour to report that according to a Tass message from Tehran published in 
the Soviet Press on the 13th of June, an agreement has been reached between the Soviet Union 
arid the Iranian Government f t the mutual supplying of goods over the current twelve month 
period. According to the message under reference, the agreement envisages a considerable 
increcse m trade between the two countries in comparison with [he preceding tear, and 
includes goodv K ‘ traditional 1,1 in Soviet-!ranhn trade. 

2. The message slates that negotiation took place in Teheran on the 10th of June, 
between M. E. Kuzna&ov, Trade Representative of the USjSlR, in Iran and the Iranian 
Ministry of the National Economy, end that these «cre followed by an exchange of Tellers 
between M, Kuznetsov and M, AJthavi, Minister of I he National Economy of Iran, which 
lead to die agreement. 

I have, &e. 

A GASCOIGNE. 


EP 1533’246 No. 50 

PERSIAN COMPULSORY REFUELLING ORDER TO FOREIGN SHIPPING 

Foreign Off ire to Sir R Makins (Washingtoni 

■.No. 2656. Confidcnliab Foreign Offwi' 

i Telegra phic I July j f9S3 

Vour telegram No. 1312 |of futle 231; Persia, 

United States Embassy have shown us a telegram front the United States Embassy in 
Tehran stating that, since the Persian decree seems to be contrary to internal tonal maritime 
practice, a protest might be made, 

-■ snMOUi lo let the other maritime Powers make the running and to pkv down 

ihr " "tolcrv " oil angle We hope* therefore, that you can prevail upon the Slate Department 
both to protest on iheir own behalf and to persuade the other maritime Power* principally 
concerned e g Norway. Sweden. Denmark, Holland. Germany and Japan, lo do likewise It 
would probably be more effective if we ourselves do not protest for the present, although we 
sFuill probably do so later for the record We arc. however, ready to pres,* others to protest, 
either in support of the United States, or on our own. 

y A flfptesl can, so far as the States ramctl above arc concerned, probably best be 
h^vcii on Article 2 of the Statute on Freedom of Transit which is an integral pari of the 
Barcelona Convention of April 20, 1921. of which those Stales, a* well as Persia and the 
United Kingdom are signatories. 

4 Please report the State Department * intentions, 

5. My immediately fol'owing telegram contain* the text of an open tetter which the 
A I O-C arc sending to ail concerned reining their attitude toward* sates of “stolen M oil. 
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PUBLICATION OF CORRESPONDENCE BETWEEN PRESIDENT 
EISENHOWER AND Dr. MUSADDIQ 

til 

Sir R. Milk ins to Mr , Eden. {Received July tOi 

tNo, 1443, Confidential! Washington. 

(Telegraphic! July P. 1953. 

The State Department have informed a member or nn stiff that following Associated 
Press reports from Tehran dated July 8 of messages exchanged between the President and 
Persian Prime Minister, the Administration had decided to publish tests at 4.00 p.m. today, 

2, Summary is given in my immediately following telegram. Full text follows by bag. 

3, The State Department explained that, when Ambassador Henderson came home on 
leave, he brought with him a seated message from Dr. Musjddiq dated May 28. which he 
handed lo the President personally. On June 30 a secret and personal reply was telegraphed 
to Tehran and delivered on July 1 bj United States Charge d "Alfa ires, When news leaked 
on July 8 the Administration proposed lo Mus&ddiq that correspondence should be published 
and Dr. Musuddiq (somewhat reluctantly) agreed. 
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Sir R Mokim to Mr. Eitcn. iReceived July ll\ 

(No. 1452. Confidential I Washington, 

(Telegraphic) j u f y j 0 i95J 

My telegram No. 1444 ^ Persia. 

The State Department say that Dr Musaddiq has now asked for telegrams exchanged 
between him and Preside nt-Eleei Eisenhower on January 9 amt 10 to be made available lo 
Press. President left fur Texas this morning, so it may be a day or two before bis decision can 
be obtained. 

2. Musuddiq’s message of January 9 to Eisenhower congratulates him on his election 
and urges him to give careful consideration to the Persian case, which is expounded at some 
length. Reply is to effect that Musaddiq* views will be studied with care and that President 
will be glad to receive ni nnv lime Musaddhg’s views on any subject of common interest. 

3. Reply was sent from Colombia University. New York, acid State Department were 
not consulted at the time, 

4 Text of two letters follows by bag. 


EP 1533/289 No, 52 

ITALIAN BARTER DEALS WITH PERSIA 

Foreign Office to Sir V. Mullet iRomrf 

(No, 210. Saving. Confidential) Foreign Office. 

(Telegraphic) July f t 

Vour telegram No, 36] [of July 3|, 

On July 9 Comas spoke to Ctoom about the Italian desire to allow barter deals of Italian 
products Persian oil. He stressed that he wy* speaking informally and said that he 

only wished to draw attention to some of the economic Questions involsud. It was not fur 
him to enter into the wider political considerations, on which, as he knew. Dixon Imd explained 
our position to Signor del Batzo. telegram No, 199 Saving (of July 3| refers,) 

2 Comas made two main points. In the lirsl place, oil cam* under Italian liberali- 
uou, therefore it had. been necessary to take special measures, discriminatory to- Persia, in 
order to keep Persian oil out of Italy. This placed the Italian Government in an embarrassing 
position with the Persian Government. The Italians frankly were not looking forward to the 
meeting of the .standing tldo-Pcrsiim Economic Committee. Tlicv had pul off the mectire to 
August but could not delay it beyond that 
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3. COtfria s's second main point i which was also a point made by Signor del BaEz.oi was 
that the Italian Government were under criticism for expending dollars und sterling for oil 
when they could get Persian oil against Italian products. He frankly thought that the Italian 
Government would not be able lo stand out again si this kind of pressure. 

4. Corrias pressed Dixon very hard to think of some way which would allow the Italians 
to go ahead with barter deals. Me himself thought that,. iT the Italian Government dissociated 
themselves entirety from, these transaction^ there could be no political objection on our side, 

5. Dixon .said that we continued to sec all the objections to this scheme which hud 
been mentioned to Signor del Baku. Wc could not think of any way round the difficulty 
and did not think that there would be much use in spending lime on trying to devise one. 


FP 1553/301 No. 53 

JAPAN AND PERSIAN OIL 
ih 

Sir N. Roberts to Mr. ShigOt&hu Shima 

Tokyo. 

July 17, mi 

Thank you for your confidential letter of the I5lb July in which you inform me that any 
batter transactions which involve Iranian oil as one of the item', to be imported into Japan 
will not be approved b\ the Japanese Government. 

There is another a\pect of lhe Idemitsu Company’s transactions in Iranian oil to which 
I -hould lAc lo draw your attention. According to the Ministry of Finance, the Idemitsu 
Company had a dollar allocation of S7Q0JQ00 for the period October. 1952-Mareh. E953 t and 
a similar allocation for [he current half-year, thus giving the Company a total dollar allocation 
of I.JCKt.OOO, The first consignment carried on the Nitsho Mara consisted of 13.72K tone 
tons of motor spirit and 2,732 ions of gas oil. Al present day prices, the f.o.b- Persian Gulf 
cost of motor spirit is £13 I i,i„ 8tf. per long ton and of gas oil £9 1 I t. fW, per long ton. The 
total value of the first consignment therefore, at present day market prices is £205.770 IB*-. &/ 
or S576.158.fiI. It was claimed, however, that Ihe amount actually paid by the Idemitsu 
Company for the first consignment was only $410,000 thus leaving a balance of £990,000 of 
which, after allowing for commitments in (he United Stales, some $900,000 still remained 
available for fursher purchase of oil from Iran, The second consignment from Lari earned 
by the :VWio Maru consisted of 17X00 Jong tons of motor spirit and 4,200 long ions of 
hght oil, On (he same basis of calculation the present day cost of this consignment is 
£27l.02f* I3.v, 4d. or $758,874.66; ai normal prices f.o,h eosi of the two consignments 
would be. therefore. SI J35.033.27, thus leaving only S64.96fi.73 available for further pur¬ 
chases, Even if the claim that the first consignment cost only £410.000 is correct, only some 
£13LOGO should now be available. Notwithstanding this feci, the Ntssho Mara has uguirt 
departed for Iran with the declared Intention of picking up yet mother consignment. 

In its aide-memoire No. 349, 1 EA 5 of the 13th May the Japanese Government slated 
that " Necessary measures shall be lakcn to suspend, for the time being, the allocation of 
foreign exchange funds after May hi, 1953, for (he importation of ml from Iran. " This 
declaration was welcomed by Her Majesty's Government but it is obvious ilia.: this action of 
the Japanese Government will be fnist ruled .uni the value of its assurances vitiated if the 
Idemitsu Company is allowed to carry on transactions with Iran at fictitious prices. It may 
even be the Case that by agreement with the Iranian Government no payment at nil will he 
made to that Government for (he time being, in which event the Idemitsu Company could 
continue indefinitely Lo import oil und still claim that it is acting within the limitation;; of its 
exchange allocation. 

It will be remembered that when Her Majesty's Ambassador called on the Foreign 
Minister on the 4ih Mav East he stated to Mr, Okazaki that Her Majesty’s Government would 
read most unfavourably if a traffic were allowed to develop in Persian oil. There seems to he 
s real danger that such n traffic will in fact develop if the Idemitsu Company is allowed to 
import Iranian oil indefinitely edher without milking payment for It. at all events for the 
present, or by paying prices which arc quite fictitious. May I request, therefore, that the 
Idemitsu Company be limited in its future purchases of Iranian oil to the dollar amount which 
would have been siitl available from its total allocation, of $1,400,000 had the Company paid 
normal world prices for the first two consignment Otherwise. ;.is I have said, the Japanese 
Government's intention will be frustrated if nut rendered wholly ineffective. 

Yours, etc. 

N. S. ROBERTS 


^Confidential) 
Dear Mr. Shima, 
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FP £533/355 


.Ur. Shima to So \ Robert* 


Tokyo, 

Dear Sir Norman. August IS. 1953. 

We have been studying your confidential letter of July 17 Ease 11534 • 145'53) in which 
you stated (hat. according to your computation, liters should no longer exist lit the hand of 
[Etc ltieiniE.su Kosan KK enough dollar fund to make further purchases of Iranian oil after 
the second consignment carried by the Nissho Mura and. accordingly, requested, in short, 
that the purchase should stop at the quantity which would normally be bought with 
SMlXXOQO at inicmation:' E cartel prices, 

I should like to call your attention to the announcement of the Iranian Government made 
on April 27. 1953. in which an offer was made for refinery products to Japanese and American 
destinations to be sold f,o.b, Abadan ala price 50 per cent, lower than the usual rale of sinuLar 
products in the Gulf of Mexico. Ee seems only natural that the Idemitsu Kosun KK would 
make use of this oiler. In Get. I understand negotiations are in progress between the Japanese 
company and the National Irenian Oil Co. for further reduction iup to 75 per cent, of cartel 
prices! In (he prices of oil purchased and lo be purchased by the former. 

Consequently, it may be assumed that the number of consignment?, to be carried by ship 
will be between five and cen, representing (he 5L! per cent, and 75 per cent, discount respec¬ 
tively. all hough nothing is vet known of the final result of the above-mentioned negotiations. 
I may add In this connection that* whatever the number of consignments may be. the last ship 
must arrive at a Japanese port by January 15, 1954* which is the time limit put on the impor¬ 
tation of goods to be purchased with the last allocation of dollar fund granted lo the Idemitsu 
Kosun KK. This, together with the assurance given in my letter of July 15 test, would mean 
that there will be no more traffic, regular or irregular, of oil between Iran and! Japan after 
January I5ih next year in the latest. as long as (lie present international situation continues 
as it is. 

Yours, etc. 


S SHIMA 


5portal A.tsixfam to the Vive Minister. 


EP 10345/22 No, 54 

TUDIH PARTY ACTIVITIES 

British Embassy ilVa\htn$Umi to Eastern Department, i deceived Augtou 5? 

(No, 400) Washington. 

July 30. 1953 . 

\lessage from Department of Shite for the press. July 2$. 1953 

IRAN 

Ahked about recent re pons of the growing strength of the Tudeh Party in Iren, Secretary 
of Slate John Foster Dulles, at Ehs news conference today, made the following reply; 

The growing activities of the illegal Communist Parly in Iran and the tuleruliori of those 
activities by the Iranian Government have caused our Government great concern, These 
developments certainly make it more difficult for the United Slates to grant assistance to Iran. 


No. 55 

COMPULSORY BUNKERS AT ABADAN 

(i;i 

Tortjtgn Office to Sir R Maklrn {Washington) 

(No, 3077 Confidential! Foreign Office. 

I Telegraphic) July 31. 1953, 

Your telegram No. 1408, Compulsory Bunkers at Abadan. 

United Stales Embassy here inform us chat State Department are disinclined to protest, 
Mcrcluuu vessels, they say. are subject to the law of the country in whose territorial waters 
they are: and the Persian decree is not essentially different, in this regard from some United 
Stales regulations (c.g tonnage-tax, compulsory pilotage', as no discrimination is involved. It 
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.appear* that thiur cltiliKic might change should specific Untied Stales interests scent 
threatened. As lo legality they sec hule substance in argument drawn front Barcelona Con¬ 
vention, to which anyhow they are not a party, 

2. Meanwhile after an unsuccessful attempt to force bunkers on the Ctan Mackenzie < 
a British vessel on charter to T. J, Stevenson, she Persian authorities have postponed uppliea- 
tion till August 3, after which minimum of 100 tons per vessel will be compulsory 

3. Wc are therefore urging other Governments concerned ej make protests without 
wailing for the United States, Our instructions arc being repeated to you. 

4. We have not lost hope that United Slates will eventually decide to protest, since the it 
own Embassy in Tehran has suggested it. and arguments put forward to the contrary are 
mi convincing., What would they do if Per6n nassc-i similar decrees obliging visiting ships to 
rcvictaal with Argentine meal? ' 

5. Please inform Slate Department of the above and urge ihcm strongly to reconsider 
their decision, in interest both of all maritime Powers and in particular of firm AnglfrUnited 
States polity v/wi-vr. 1 ,- Musaddiq. 


t2> 

Sir iV. Butter to Mr , Eden {Received August Hi 
(No, 172, Confidential^ 7Vie Hague, 

t Telegraphic} .4 tig us! II, 1953, 

My telegram No. 169; Persian Oil. 

Official concerned in Ministry of Foreign Affairs to-d.iy sold Stewart that simultaneous 
protest had been lodged by Netherlands, Swedish. Norwegian and Danish missions in Tehran 
on August 9 but that the United States Embassy were dill awaiting instructions. 


EP 1533/337 i3l 

Afr, Erie ft to Mr. Serthoud I Copenhagen 

(No, 13D Saving, Confidential) Foreign Office, 

(Telegraphic) September L 1953, 

The Hague telegram No, 172 fof August 111. 

In view of the eh? nine of Government wc do not think it politic to deliver a protest about 
this decree at the moment for it would be unfortunate if our llrst, even though indirect, com¬ 
munication with the new Government were to he of :i litigious kind. Wc shall therefore wait 
ai least until wc sec whether the Persian cuLhorit'cs continue 10 apply the decree, before decid¬ 
ing w hether a protest from us would still be desirable 

2 Would you please explain this to the Ministry of Foreign Affairs, who. wc hope, will 
understand and appreciate our reason* 


No. 56 

POLITICAL SITUATION 

tit 

Foreign Office to Sir ft Mak in* i Washington) 

(No. 326®. Confidential] Foreign Office* 

(Telegraphic) August 23 r 1953, 

You should take ail early opportunity of telling the Slate Department that the recent 
developments in Persia are under active consideration in London with particular reference to 
possibility of resumption of Anglo-Persian diplomatic relations and the question of eventual 
scttEemcni of the oil dispute Wc should like to have discussions with the State Department 
a* soon as we have been able to formulale our ideas, 

2. While we recognise the vital importance of keeping Persia in the anti-Communist 
camp, we should hope that the United Stales will bear m mind that any immediate offers of 
economic support lo Persia on too targe or too long-term a scale might have an -mlverse effect 
on our chances of reaching a settlement in the oil dispute. This in the longer run will be of 
viial political importance to Zrihedi who must demonstrate that he has cot the industry 
running again. Caution in this mailer would be ill line with the policy declared by the 
President in his message erf July. 
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3. You should also point out that she rc-emergence of the Persian oil question as a live 
issue reinforces our plea for an exchange of information and if possible a common policy on 
Middle East oil as a whole. For instance, the Persian Government and the AJ.Q.C, may 
reel Icks inclined to negotiate a firm sett'ernem if it is known that the basis on which the Saudi 
and Iraqi agreements arc calculated is about to be altered Moreover the re introduction of 
Persian oil lo world markets flnijdiE lead to a cut-back In production in other Middle East 
countries which, unless carefulEv coordinated by the British and United Slates oil companies, 
could have serious effects on their relations with local Governments, 


(21 

REQUEST BY THE SHAH FOR AMERICAN AID 

Sir R. A fakin', to Mr Eden, (Received August 26) 

(No. 1828. Confidential] Washington, 

(Telegraphic) August 25, 1953. 

Your telegram No. 3268: Plt.seu. 

The substance of your telegram under reference was conveyed to Byroudc this morning. 
He said that ttic Shah had already, in ihc course of£ long conversation with the United States 
Ambassador, made cn appeal for financial help. The Ambassador was at present trying to 
obtain this request in writing, and (partly m order to avoid inconsistency w r iih the President's 
message of July], he would ask the Persians to include a statement of their intention to 
improve (heir relations with foreign Powers, phrased m such .) way as lo point to a 
resumption of relations with Ikr Majesty's Government, 

2, No indication had yet been given to the Persians of the scale on which they rmsght 
expect to receive assistance. The figure the Stale Department had in mind wa* 36 million 
dollars a year, in addition to their existing commitments for economic and military aid. which 
amount to aboul 24 million dollars, Byroade thought that (his would enable the new Govern¬ 
ment to avoid any immediate crisis without, however, relieving them from the necessity of 
seeking an oil settlement, l ie hoped that the payments w ould be made in monthly instalments, 
both because this would give (he United Stifles Government some control over I fie Persian 
Governments policy and because if (here was an oil settlement they could then stop payment 
before (he end of the financial year. 

3. Byroade is anxious to know the results of die study to which you refer in your para¬ 
graph 1, and also to have your comment on the State Department's proposals. 

4 He appreciated the force Of the argument in your paragraph 3. but regretted that, 
owing to temporary shortage of personnel in ihe department, he might hive to delay the 
opening of the oil talks unlil the immediate problem of aid lit Pcr-la had been dealt with. 


m 

Foreign Office to Sir ft, Mok ins {Washington) 

(No, 3342. Confidential) Foreign Office, 

(Telegraphic) August 2X. 1953. 

Your telegram Noi 1828 Jof August 25|: Persia. 

We entirely understand and welcome the State Department’s wish to provide limited 
funds for immediate stabilisation in Persia. We are anxious however that the Persians .should 
not be given the impression that this will be a regular annual subsidy to continue indefinitely 
until an oil settlement. ‘I his would tend to lessen their desire for a settlement. 

2. Wc should much prefer therefore that the aid should be a limited sum for immediate 
needs (this need not of course prevent the State Department doling it out in monthly rations', 
If this is accepted, wc wonder whether as much Us £36 million is really needed, 

3. We should hope that in making an announcement, the State Department would se.fin 
emphasise, without necessarily referring to the President's Seder lo Musuddiq of July, that a 
long-term solution of Persia’s difficulties could only be found in an oil scNfemem. 

4. We should like to see as soon as possible what the State Department propose to put 
out. The policy of the common front in Persia m Acs it desirable that we shouid he able to 
say when the announcement appears ihut we hud bren consulted and were futh tn agreement 
with tile United Slates decision 
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EP 1114/5 No, 57 

0> 

LETTER FROM GENERAL ZAHEDi TO PRESIDENT ELSENHOWER 

DATED AUGUST 26 t 1953 

Dear Mr. President, 

I wish io empress to you and through you to (he American people the appreciation of the 
Iranian Government and people for the aid which the United Slates; has extended Iran during 
recent years. This aid has contributed much to the security of the country a cad to the raising 
of iU technical efficiency. The assistance which the United States is already rendering Iran, 
helpful as it is. is unfortunately not sufficient in amount and character to tide Iran over the 
financial and economic crisis which. I find it to be facing. The treasury is empty: foreign 
exchange resource* ;ire exhausted; the national economy is deteriorated. Iran needs 
immediate financial aid to enable it to emerge from it state of economic and financial chaos. 

Iran also requires aid of an economic character to enable it to carry out programmes 
which the Government is preparing for developing ils agriculture unci industry, for exploiting 
its rich mineral resources, for improving its transport and communications, for strengthening 
its internal and foreign trade, and for raising the health, education and technical levels of ihe 
Iranian people. 

1 he people of Iran arc anxious to have a prosperous, orderly country in which they cun 
enjoy higher standards of living and make greater use of their talents and resources. They 
arc willing, if given an opportunity, to work hard in order to obtain these objectives, but the 
realisation of l he it aspirations may be delayed for some lime unless they receive technical. 
Cin metal and economic aid from abroad. I hope that the United Slates will find it possible 
at this critical moment in Iranian history io come to my country's assistance as it has done 
on occasions in the past. 

in conclusion, 1 would like to emphasise that it is the intention of the new Government 
of Iran not only to strengthen the country internally but also to improve its international 
position. The Government desires to maintain friendly relations with the other members of 
the family of nations on a basts of mutual respect. It will pursue a policy of eliminating such 
differences as may exist or which may develop between other countries and itself in a spirit 
of friendliness and in accordance with accepted principles of international intercourse. I am 
sure that I voice the feelings of [he great majority of the people of Iran when 3 state that Iran 
desires to contribute its share to the maintenance of pace and to the promotion of international 
goodwill. 

Please accept, Ac. 


EP II14/5 (2) 

LETTER FROM PRESIDENT EISENHOWER TO GENERAL ZAHEDI 

Dear Mr. Prime Minister, 

I hive received your letter of August 26 regarding the problems which you fee® in Iran. 
1 he American jteopk continue to be deeply interested in the independence of Iran and [he 
well-being of ihe Iranian people. Wc have followed policies n Iran, as in other countries of 
Ihe free world* designed to assist peoples oF those countries, (o- bring about economic develop- 
mem which will lead lo higher standards of living and wider horizons in knowledge and 
opportunity, i urn gratified that the aid which we have extended has contributed to the 
security of Iran and io the raising of the technical efficiency of the Iranian people, [ am also 
Phased to have your assurance that your Government desire-, to maintain friendly relations 
with other members of she family of nations and that it will pursue a policy of eliminating 
such differences as may exist or which may develop with other countries in a spirit of friend- 
tines* and in accordance with accepted principle-, of international intercourse. 

In an elf >rt to :is-.i>: you in (tealine with your immediate problems, I have authorised my 
Ambassador Io Iran to consult w ith you regarding the development of our aid programs there. 
I recognise that your needs are pressing. Your request will receive our sympathetic 
consideration and I can assure you that we stand ready to assist you in achieving the 
aspirations for your country whtcli you have outlined. 

Flense accept* &e. 

DWIGHT EISENHOWER 
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UNITED STATES ASSISTANCE FOR PERSIA 

Ul 

it'&rrtmunictiled bv t niietl burft'i Embassy o/i Hepitmbcr h 

Confidential 

MEMORANDUM 

In a talk Ambassador Henderson had with Zahedj yesterday, the Ambassador told the 
Prime Minister thal he questioned whether any emergency assist lice winch the United States 
might be able to extend to Iran would be enough So carry Iran further than about April I* 
if it could carry Iran that long. Consequently, the Ambassador thought ihut as soon as 
possible consideration should be given to some sort of an oil settlement with the United 
Kingdom in order that there might be available ti> Iran for her rehabilitation programmes 
income from her oil. After pointing out that he was without instructions in this regard and 
had no specific suggestions in mind, the Ambassador said that he thought it might be hctpfu! 
to bolh the United Kingdom and Iran if some secret explorations could take place in order to 
determine whether one might at least be able to find agreement in principle os to the manner 
in which one could settle the oil problem The Uruled States Government would hnd it 
difficult to continue to defend to the people and the Congress of the United States an extension 
of economic and financial aid to Iran except on an emergency basts unless the Iranian Govern¬ 
ment could show itself prepared to reach an agreement with the Hriiish on the oil problem 
along the lines of accepted principles of international intercourse. 

Zyhedi expressed understanding of the above anti slated that he hoped to be able to find 
a settlement of the oil problem which would be mutually fair to the United Kingdom and 
[ran He pointed oul, however, thiit to move loo rapidly on this problem would be suicidal. 
1 1 was his opinion ihai under conditions of secrecy it might b 2 valuable for both side* to 
team something about each other's views concerning a resolution of die oil dispute. He said 
lhal he understood that the British possessed an innate sense of fairness. Should they he 
willing So accept a solution which in their own hearts they judged fair lo Iran and which would 
not involve an undue burden on (he Iranian people, the British would find him receptive, 
It was it different matter, however, if they tried to drive a hard ha main with him. He hoped 
that both the United Stales and the United Kingdom would appreciate thet e resentful Ira man 
public would overthrow his Government immediately if he should conclude an agreement 
which they considered betrayed the interests of Iran. Should by some chance his Government 
survive for a time after such an agreement some future Government would surelv disavow it. 

In reply Ambassador Henderson told Zahidi ihut he though I that an attempt to reach 
Hn agreement should be made just as soon as public opinion could be prepared even if there 
were no Majlis in session Id ratify it for several months, He pointed out thal the early con¬ 
clusion of an agreement might result in tension between ihe United Kingdom and I ran'being 
relaxed and thal it might even make possible taking The necessary steps lo prepare ihe refinery 
for immediate production. In this connection the Ambassador staled ihat he honed that the 
necessary measure to slop anti-British propaganda over the radio and in the Iranian press 
would he taken immediately The continuation of such propaganda was not only embarrass 
ring io the United Kingdom but also n> the United Slates Government and (he public of the 
United Slates would not be receptive regarding extending financial assistance to a 
Government which was counters fitting propaganda against an ally of the U nited States. 

Zaheji said that orders forbidding such propaganda against any foreign Government, 
including the Soviet Union, had already beer issued. He said such propaganda was stupid. 
He hoped that she Ambassador would not think he was personally anti-British Although he 
had worked against the British in ihe early part of the second World War and had beer 
imprisoned by them, he harboured no hard feelings. He worked against ihe British because 
they were associates and allies of ihe Soviet Union, Irantii most dangerous and implacable 
enemy, and not because I hey were British An ally of the Soviet Union he considered to be 
ipxo U*etn an enemy of Iran and a foe of the Soviet Union, a friend of Iran. He ceased lo 
regard the British as enemies when the United Kingdom ceased to be an ally of the Soviet 
Union. It was; his desire that relations between the United Kingdom and tan should be 
friendly and in due course he was willing to do whet he could to make this possible 


Assumed text. 
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(2) 

Sir ft. Makhu to Mr. Edett. s Received September 4\ 

(No. 1902, Confidential! Washington, 

(Telegraphic) September 4, 1953. 

Your [cEcgrarn No, 2425, 

I told Dulles today lhaL wc welcomed the American decision la give emergency rod to 
Persia but I hoped diet in doing so they would bear in mind that the prosperity of Persia could 
only re-hi upon an oil agreemenL The important thing at the moment was not :so much the 
amount of the aid hut it* character, namely that is should be dearly labelled “emergency” 
and not carry any implication of a continuing subsidy. 

2 . Hid Its said that he hid the point very much in mind. The United States obviously 
could not carry the Persian economy fora long period. An oil agreement was necessary. Me 
was thinking erf bringing into the Slate Department temporarily an individual to work full 
time on the Persian oil question, with particular reference to the problem of absorbing Persian 
oil into the market in present circumstances, I said that I hoped he would let me know in 
good time if this was to be done, as I thought you might wish to consider sending out 
somebody to sit down with him. 


Sir ft \fttlcins to Mr. Ed an. {Received September 5) 

(No. 1917, Confidential) Wasfihtgtoti. 

(Telegraphic) September 4 r 1955. 

My telegram No. lvt)2 

The Stale Department gave us this morning the lull text of a statement which will be 
issued by the President at 11 a m. Washington lime on September 5. 

" In response to a request for urgent assistance from the new Government of lmn* the 
President has made available on an emergency basis 45 million dollars which will be used for 
the immediate economic assistance of Iran in, accordance with the procedures of the Foreign 
Operations Administration under the Mutual Security Act. This amount is in addition lo 
existing United States technical assistance and military programmes in Iran. 

“There is grciU need for immediate assistance to reMure a measure of stability and 
establish a foundation for greater economic development and improvement in the living 
standards for ah of the people of Iran. It is hoped Unit, with our assistance, there will be an 
increase in the internal stability of Iran which will allow the development of a healthy 
economy lo which an curly dfbetive use of Iran’s rich resources will contribute ", 

2. When gjvng us this texl, Byroadc said (here whs no objection from the United States 
point of view to a statement by Her Majesty's Government to the effecl that [he matter had 
been discussed with them in advance and that they were in favour of emergency assistance 
to Persia by ihe United Slates Government lie did not think it would be wise to indicate that 
the approval of Her Majesty's Government h:id been either sought or obtained on the exact 
amount of assistance, since this might be interpreted in Persia as meaning that Her Majesty’s 
Government had dissuaded (lie United Slates Government from being more generous, 
Byroads added that he hoped that ihe (one of our statement wouid be sympathetic towards 
tin? new Persian Government. 


FP 10338/12 No, 59 

MEMORANDUM ON SOVIET-IRANIAN RELATIONS 

iCtunruHtdcaled by United Suites Embassy} 

iConfidential) September 2 „ 195,1. 

In hiv talk with Ambassador Henderson on August 31. Prime Minister Zahedi also 
mentioned sente developments concerning relations between [ran and the Soviet Union. 
Zahedi slated that in reply to a recent enquiry from the Soviet Embassy, lie had stated that 
Iran desired normal friendly relations with the Soviet Union He further replied to the Soviet 
Embassy that such relations were possible provided: (11 the Soviet Union treated Iren as an 
equal and refrained from making open or impolite threat: 121 the Soviet Union did not 
meddle Moth the internal affairs of Iran and especially with reference to providing moral or 
material support to thcTudeh and other organisations of a subversive nature: and (Si relations 
between the two countries were maintained on a bails of mutual advantage. 


Continuing his talk with Ambassador Henderson. General Zahedi pointed out that 
Razmara and Musaddiq when Prime Ministers had been loo flamboyant in (heir negotiations 
with ihe Soviet Union on various relatively unimportant matters. He thought that it wax 
necessary |or Iran to maintain correct relations with its largest neighbour with whom Iran had 
a common border of more than 1.200 miles in length. Consequently, he had ordered the con' 
linuaitce of the trade negotiations with Ihc Soviet Union at “ appropriate levels ,T which meant 
between officials iri the various interested ministries and the representatives, m the Soviet 
Union. If these negotiations, which were proceeding, were successful. Iran would trade with 
the Soviet Union but not with strategic materials. He did not think it was to Iren’s interest 
to trade in commodities which would increase Ihe military power of the Soviet Union 

Ambassador Henderson replied that be wj. sure the United States Government would 
understand the Prime Minister’s position as outlined above and respect ii. The Government 
of the Uni led States certainly did not desire Iran to pursue a policy which could justifiably 
be considered provocative or unfriendly by the Soviet Union, The Ambassador did remark 
that he thought that previous Iranian Governments had erred in thinking it was to the advam 
tags of Iran to endeavour to " play off the Untied Stales- and the So vie I Union against each 
other". Such atienipis were too obvious and resulted onh in decreasing the respect of both 
the Soviet Union and (lie United State;, for Iranian rinoerit) Such tactics were also resen led 
in the United Slates because it conveyed the impression that Iran considered that the United. 
Slates end the Soviet Union had like ambitions of an aggressive or at Icasi a selfish nature 
regarding Iran. Intelligent Iranians must know that ihe United States wanted nothing from 
Iran except that Iran should maintain its independence and improve its economic position. 
The Prime Minister replied that The Ambassador could be assured that his Government would 
not indulge in any such childish game. 


No, 60 

MEETINGS BETWEEN UNITED STATES GOVERNMENT AND 
UNITED STATES OIL COMPANIES 

<Jj 

5jt R. \htkim to Mr. Eden. (Received September 5) 

(No. 1924, Confidential) Washington, 

(Telegraphic I September 4. /955. 

Your telegram No. 3451, 

Wilkinson of Asiatic lias given Petroleum Attache an account ol what transpired at ibe 
recent meetings between representatives of United States Government and the United States 
oil companies on the Persian oil problem. Wilkinson i> crossing to London on Tuesday 
Scpncmber 8 on company business and will report fully on arrival. 

2 . The United Stales Government representatives at ihe meeting were Bedell Smith and 
Byroade from the Slate Department and a civilian representative of the Defence Department, 
The in;. 1 in international oil companies were all invited together with Alton Jones, of Cities 
Service, 

3 Apparently the Slate Department pressed for the formation of an all-American 
company to buy out the Anefo-lturban but. according to Wilkinson's reports, (he American 
companies were insistent upon ihe idea of an Anglo-American Combine, possibly with 
company registration in a third country. The February proposals were apparently not 
mentioned. 

4. The Slate Department gave ihe meetings a lop secret label and Wilkinson is of the 
opinion that they are not likely to approach us tor some lime. The United Stales company 
representatives seem to think State Department arc aiming at having a ■.Iciuilcd proposal 
ready before bringing us in. 

5. Petroleum Attache has heard front two usually reliable and quite Jisiincl sources 
that Nitre will be asked to lend his services to work on ihe problem. 

6. Please pass advance copy eo Victor Butler. Ministry of Fuel and Power, 


l2) 

Foreign Office to Sir ft Mokim Witsfiittgtem) 

(No, 3479. Confidential) Foreign Office. 

(Telegraphic) September 5, 1953. 

Your telegram No, 1924, 

1. We are concerned that the State Department should apparently be discussing with 
United Steles oil companies plans which are so different from the joint proposals without 
awaiting our views. 
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2. We think it urgent lo tell you something of otir thinking on the official level* us 
follows. While we recognise thul other solutions have been or could be pul forward bringing 
both more material gain to Persia and more dice li ve protection for our own interests r we hold 
that negotiations must lake the February proposals as their point or departure, since the 
Persians would, we imagine, have th; greatest a ill, cully Lit accepting anything which took less 
account of the Persian Nationalisation Laws. Provided, however, that the principles which 
guided us in framing the February proposals—- the payment to A.I.Q.C. of fair compensation 
and ihe withholding from the Persians of benefits nut received by their lawsabiding neighbours 
- -were safeguarded, wc should be ready to consider any modification to (hose proposals which 
the Persians might suggest. Nor do wc exclude the possifcrflily that Zahcdi may himself be 
led to request, either during the negotiations or after a settlement on the February basis, 
arrangements to ensure the more efficient operation of the industry by introducing foreign 
managers or icchnicis ns, Wc should he very ready to consider such 4 request. 

3. W‘e lljc about lo submit a paper un these lines to Ministers arid hope To telegraph 
formal instructions next week. 

4. Meanwhile we must maintain the fullest reservations about any proposal of the type 
mentioned in paragraph 3 of your telegram under reference. Apart front Persian objections 
to foreign management, the buying-out of A I.O.C. by other oil companies (particularly United 
States! Wuld have scriou$ political implications here. See the Chancellor's, letter of May 3 9 
to Mr. i 3umphrey T on whose plan the prescnL proposals seem based. 

5 Wc leave il to you to decide whether on the bask of this telegram to say anything K> 
the Stale Department in anticipation of your instruct ions in the hope that they wilt keep an 
open mind meanwhile. 


13 ) 

FtwvigH Office to Sir R, Sfekim KWtahingtcm'l 

(No. 3530, Confidential) Foreign Office, 

(Telegraphic) September JO, 1953. 

M> telegram No. 3-179. Paragraph 3 jof September 51. 

My immediate following telegram contains ihe lent of a memorandum which, you Should 
hand to the State Department as soon as possible. 

2 . it is broadly drafted and does not -seem to require any supplementary instructions, 
1 here is however one point which for tactical reasons liere we have omitted i.c. that wc regard 
the proposal to refer The issue of compensation Co impartial arbitration as pari of the 
" substance ** of Ihe joint proposals (see paragraph 8(W of my immediately following telegram! 
and Ihus incapable of variation. 

3. If Lhc State Department raise th j s question, you should make it dear that this is our 

view. 


<41 

UNITED KINGDOM PROPOSALS I OR A SETTLEMENT OF THE 

OIL PROBLEM 

Foreign Off re to Sir R. Sfakitn iWashingtOfif 

(No. 3531, ConfidentiaU Foreign Office, 

(Telegraphic) September 10, 1953, 

VIy immediate preceding telegram. 

Following is text: 

Her Majesty's Government arc anxious that General Zahcdi should be enabled to 
establish his position and the\ recognise the importance of the contribution to this which 
would be made by a settlement of the oil question, 

2, Her Majesty's Government consider that any discussions with him should start from 
the Joint Proposals of February 1953, It is true that these were only made as a last resort, 
when many other possible solutions had been tried and failed: and that other solutions te.g. of 
the t)pe earlier rejected by Musaddiq) would be of more economic advantage to Persia and 


more acceptable to Her Majesty’s Government But in the absence of evidence to The contrary 
we must assume that General Zahcdi would be unable at ihe moment, to accept anything 
taking less account than did the Joint Proposals of the Persian Nationalisation Laws. 

3. Any settlement to be acceptable to Her Majesty's Government must, in the interests 
of Britain and of other countries whose nationals own oil concessions in foreign countries, 
ensure: 

fa> that the A.l.O.C. should receive fair compensation for the loss of their enterprise in 
Persia: 

ihat Persia does not do better than her neighbours out of her oil. 

fn addition Her Majesty’s Government regard it as essential that a Persian settlement 
should not do substantial damage to the United Kingdom s balance of payments. 

4. The February Proposals contemplate these as our minimum requirements and thus 
represent Her Majesty's Government's ultimate concessions. They were also prepared wish 
great care and so designed as to be palatable to Persian opinion as Musaddiq represented it 
to be; and although they failed to secure his acquiescence, too much should not be made of 
this failure, since there is reason to believe that Musaddiq was in fact not really desirous of 
reaching any settlement of the dispute at all. 

5. If. therefore* as seems likely. General Zahcdi cannot start negotiations on any other 
basis than the Joint Proposals, the latter still represent the best chance of securing agreement 

6. Her Majesty's Government are prepared to consider variations of detail and form in 
the Joint Proposals, hut carmen usefully do so unlit they have some indication of whiil General 
Zalicdi believes himself able to set! to Persian opinion: and they feel strongly that to take 
ihe initiative in offering variations might give him the false, impression that they arc prepared 
to make modifications of substance which would be inconsistent with their minimum require¬ 
ments as set out in paragraph 3 above, 

7. Her Majesty's Government understand that the Persian Government sec the best hope 
of 11 settlement in highly secret negotiations. The Persia®*, they believe, are anxious also lo 
avoid moving too fast and to have a thorough discussion of all the issues involved Her 
Majesty’s Government welcome these views and consider that their objects, can bed be secured 
by the resumption of direct contact between themselves and the Persian Government, cither 
through diplomatic channels or otherwise. They would of course hope that the United Slates 
Government would associate themselves with these negotiations. 

8. In ilia actual negotiations. Her Majesty's Government would propose to be guided 
by the following: — 

It?) Her Majesty's Government are anxious to co-operate with General Zalicdi in finding 
an equitable solution to the dispute. 

u General Zahcdi wishes to start on the basis of the Joint Proposals, ihey would be 
ready to consider any modifications in their presentation which General Zahcdi 
thought would make "them more palatable 10 Persian opinion, although their sub- 
stance, embodying as it does Her Majesty's Government's ultimate concession 
would nol he capable of variation. 

(t) If. on [he ocher hand, he considers that a more acceptable solution from the Persian 
point of view could be evoked from one or more of the proposals pul to Musaddiq 
before February 1953, Her Majesty's Government would be equally ready to 
consider his suggestions. Bui it would he important that ihe Persian Government 
should make the first suggestion on the form lhat any new agreement might take 

fib If the Persian Government Wished, Her Majesty’s Government would be willing lo 
consider an interim arrangement which might make possible an early resumption 
of oil exports and revenue w ithout wailing for the full formulation of a permanent 
settlement. Such an interim arrangement would have 10 include >uitabk- prov is ion 
for an Escrow account to give effccl to the principle of compensation, and to 
be so designed as to safeguard ihe principle Mates! at 3tA) above. Il would be 
essential also that the provisions of the interim arrangement should he such as 
to reserve the legal peri lion of 1 lie parties pending the final settlement. 

9. Her Majesty's Government would be grateful lo team ihe United Suites Government’s 
views on ihe proposed approach lo the Persian Government and in particular : 

tu) Whether the United Stales Government would still bo prepared to play ihe part 
assigned to them by the Joint Proposals of February 1953 : 

lb) Whether they or Mr. Henderson are in a position to assess. without making enquiries 
of General Zahcdi, the latter’s probable response to an approach on ihe lines of 
paragraph E above: and also which of the Ihree course* therein contemplated is 
likely to be least distasteful to Persian opinion : 

Cel Whether they agree wiih Her Majesty’s Government that General Zahcdi should Ise 
informed at on appropriate moment of their views on the method of negotiation 
as set out in paragraph 7 above: and how much if airy of the views of Her 
Majesty's Government as set out in paragraph £ could usefully be communicated 
to him before negotiations begin, 

0 3 
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Sir R. HaUriy to Mr, Eden, iReceived September 12) 

(No, 1963. Confidential! SHKoeI hington, 

(Telegraphic) September IL 1953. 

Your telegrams Nos- 3530 and 3531:. 

1 gave the memorandum to Bedell Smith this afternoon. He said he would study it. He 
went on to say that in his view there were two stages in this affair. The first was a 
settlement between ibe United Kingdom and Persia and the second was an agreement about 
the absorption of Persian oil into the world oil market between the principal oil companies. 
As regards the first, his position was lhai this was an affair for us and he was not going to 
Presch to uk what we should do. Nor did the Slate Department wish in butt in on the ncgo- 
ti a lions But lie now thought dial this part of the business might be easier than the second. 
He had had some meetings with the heads oF the big oil companies in the United States and. 
while they all agreed that there should be some cut-back in production to mike room for 
JVrsien oik they were pretty hard faced when it came down to any details. 

2, I said he wou'd see that the memorandum in fact contained an invitation to lltc 
United States Administration lo associate themselves with the negotiations. I thought he 
would find the memorandum both open minded and flexible. and he would sec that we were 
asking the views of Loy Henderson and the Stale Department on its contents 

3, Bedell! Smith then said that I he State Department had acquired the services of Mr, 
Herbert Hoover, Ir, to assist them, particularly in the second pari of the problem. Mr. 
Hoover had made it a condition that he should not be thwarted by the Department of Justice 
on the Anti-Trust side. 

4, Counsellor also saw Byroade today and gave him a copy of the memorandum. 
Byroadc made some personal comments which you may find of interest and which arc 
contained in my immediately following telegram. 


!6> 

ANGLO AMERICAN SUGGESTIONS FOR A SOLUTION OF THE 

OIL PROBLEM 

Sir R. Makitv to Mr. Eden, \ Received September I2\ 

(No. 1962. Confidential} Washington,. 

iTclcgraphic^ September 11. 1953. 

My :mmediately preceding telegram. 

At first sight Byroads thought that there was much to be said for your plan of trying to 
make the Persian* show their hand First. He said, however, that he understood from the 
United Slates oil companies that the A I Of were interested in the idea of a syndicate, 
including Shell and certain American interests,, to take over the Persian concession. 
Personally, he was inclined lo agree that a proposal of this kind, which appeared to involve 
operations cm Persian territory by a foreign company, would not be acceptable to Ihe Persian 
Government, 

2. Byroade saw one grave obstacle to the uw of the February proposals as a basis for 
negotiation now. This was that the United States Govern menu having already made an 
emergency gram of 45 million dollars to Persia and being short of cash generally, would no 
longer be in a position to make ihe advance payment of 130 million dollars. For this reason 
he was attracted by the suggestion that there might be an interim agreement under which 
the oil could begin to How again in advance of a permanent settlement. 

3. He asked whether we had any suggesimn -is to where and at wh&L level the secret 
negotiation suggested in paragraph 7 of your telegram No. 3531 should take place. He 

•■sed doubt whether the Persians had an oil expert in whom they would have sufficient 
confidence for him to negotiate effectively away from Teheran. 

4, Byroade snid that the Stale Department would make the enquiries requested in para¬ 
graph l hh> and irl of your telegram under reference Meanwhile hU observations should be 
created as first thoughts only. The State Department would not be in a position to take 
decisions until Hoover, who was coming mo ihe Office for the first time today, bad been able 
to study the problem thoroughly, 

5, Byroade then said that it would be necessary to tell the press something about 
HwtwerN appointment. The press would, in anv case, find out what lie was doing and it 
mi; ht lie simplest to say lli once that he hail been engaged In study the Persian oil problem 
It w:. -, suggested co Byroade that it might be more prudent to say that Hoover was studying 
problem connected with Middle East • He was told that your view.', on I his would be 
obtained as quickly possible. He said he would try to hold up an announcement mean- 
while hut was not certain that he could do this 
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EP 1151/24 No, 63 

CONVERSATION BETWEEN THE ACTING SECRETARY OF STATE AND 
THE UNITED STATES AMBASSADOR ON SEPTEMBER 14 1953 

The Supply of Rails from the United Kingdom for Persian Railways 

The Marquess of Salisbury to Sir R. Makins 1 Washington) 

(No. 959. Confidenttin]} Foreign Office. 

Sir, September 14, 1953, 

In conversation this afternoon ihc American Ambassador raised one comparatively 
limited point with regard to Persia. He said that his Government had received from the 
American Ambassador in Persia a message emanating from the new Persian Government with 
regard to a consignment of roils which had been ordered in Britain by Persia in the days before 
the breaking off of diplomatic relations between the two countries. The Persians were very 
anxious that these rails should now be delivered. The earlier consignments hud already 
reached them before die breaking off of relations and also a number of bolts, spikes, &.c. But 
this last consignment of rails was necessary before they could begin operations on the railway, 
which 1 understood was to run between Maineh and Maraqheh, 

2. 1 told Ihe Ambassador that I would look into this matter at once l'his was Just 
the sort of assistance which I thought we might be able to give to the new Persian Government 
and which would be a positive example of improved Ango-Person relations, 

3. I am sending copies of this despatch lo the Head of the British Middle East Office 
and to the Development Division of tile B.NLE.O. 

1 am, &.c. 

SALISBURY 


EP 15316/32 No. 62 

CONVERSATION BETWEEN GENERAL ZAI1ED1 AND 
AM BASS A DOR HENDERSON 

{Commumxued by United States Embassy on September 181 

(Confidential! 

On the evening Of September 14th, Ambassador Henderson tiud a brief eon vernation with 
Prime Minister Zahcdi concerning the oil problem. According to the Ambassador, it was 
apparent from die conversation that Zahcdi had not had a chance u> sec to give serious com 
sidcration to this problem. Although he -kerned to appreciate the fact that the demand For 
oil now was not wfort jt was in 195L he seemed quite uninformed a., fur as details were 
concerned 

2, The Prime Minister stated that he had discontinued oil sales at a discount as such 
sates represented a financial las-, especially wlien at ihc same time a certain percentage of the 
sales w.,s being set aside far compensation. Furthermore, a continuance of the practice might 
make more -difficult the marketing of Iranian off at world prices in the future, 

3, He asked the Ambussjdor if the latter had any information as to (I) the channels, 
through which the United Kingdom would like to negotiate; and 12! the type of settlement 
acceptable to the United Kingdom. He wondered if Anglo-Iranian us a good vs ill gesture 
would be willing to advance the £49 million which he undursicKx! Anglo-Iranian admitted as 
owing to irnn. Ambassador Henderson replied that such a payment was mu of the question 

the Prime Minister's information was based on the deceptive propaganda of the Musaddiq 
Government end that it would be most unfortunate if his Government should raise issues as 
unrealistic as those developed by Musaddiq. The Ambassador explained to Zallcdi the 
spurious reasoning by which the Musaddiq Govern merit had concluded that Iran was owed 
£49 million by Anglo-Iranian, 

4, The Ambassador went on to say that as yet he had no idea as to the type of .settlement 
which the United Kingdom would accept. He thought that the British were currently studying 
the question in the light of the new, situation. The Ambassador then mentioned the February 
20 proposals, pointing om that they were based on the situation prevailing at ihe time, He 
did not know whether the proposals si iff held good or whether they were still considered by 
the United Kingdom and the United .Stales as the best method of reaching a settlement under 
present condition-,. The Ambassador explained l 'nitod Slates Government involvement in 
the proposals as resulting from the United Slates Government’s offer to purchase, under 
certain conditions, quantities of oil and to make an advance payment should the United 
Kingdom's offer regarding compensation be agreed to. In reply to a question by the 
Ambassador. Prime Minister Zahcdi said he had not had lime Lo study the February proposals 
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yet. It had been difficult to compile the documents as apparently lire originals had been 
burned in Mus&ddiq's house. He wondered if Ambassador Henderson might so me lime 
explain |he proposals to him in detail. The Ambassador replied that he would tie quite happy 
to do so provided the Prime Mjnisler appreciated that lie was not negotiating but only 
explaining what had lakcn place in order to enrich the Prime Minister's background, 11 was 
quiie possible that from the point of view of the Iranian Government, which he knew was 
most anxious to veil its oil, that (he proposals might be deficient in that they did not provide 
<1 definitive plan for resuming immediately the sale* of Iranian oil in substantial amounts 
1 He proposals were primarily aimed at settling the compensation issue. This the 
Ambassador thought was because Musaddiq apparently was anxious to separate the question 
of compensation from that of future sales, 

5, The A mb issudor said that although he did not know' as yet what channels the United 
Kingdom would prefer to use in the ncgoiiations, he had the impression that in the past the 
British had considered direct negotiations ihe roost effective way. This was quite natural 
as d'recl negotiations might well result in a speedier sell lenient than those handled by inter¬ 
mediaries. The Prime Minister voiced the personal opinion thm the channels which had been 
employed in the past might be easier hut none the less he would like to utilise channels 
acceptable to the British- 

6, He said he assumed that it was understood that it would be drfficu'l for his Govern¬ 
ment to negotiate outside the framework of ihe Iranian y point Nationalisation Laws The 
Ambassador told Zahedi that in any event the latter should lose no time in studying the oil 
problem preparatory to the commencement of negotiation and voiced the hope that as 
advisers Zahedi would use realistic technicians rather than theoretic dreamers and politicians, 
The Ambassador also pointed out that allhough the settlement of the compensation issue was 
primarily political in scope, any settlement which involved substantial sales of Iranian oil 
would have to be on a commercial basis. Tilt oil companies who were in a position to dis¬ 
tribute Iranian oil m large quantities could not be expected to pity more for il than oil 
obtainable in p'cnliful quantities elsewhere Zahedi replied that although he understood 
this situation, he felt i( would not be easy lo make the Iranian people understand in view of 
the propaganda in Iran over the past two years. 

7, The subjects of the resumption of diplomatic role lion* with the United Kingdom was 
not raised by the Prime Minister during the conversation and the Ambassador considered it 
in opportune lo bring it up himself, The Ambassador did, however, men I ion it to the Prime 
Minister's son when the latter was escorting him to the ear. The son thought that his F.ilhcr 
still considered that it would be preferable to we; it until il was apparent from conversations or 
feelers that an oil settlement could speedily he reached. He did not dunk, however, his father 
held firm views on the problem and probably would be influenced by British thinking con¬ 
cerning the problem, 


EP 101 S/242 No, 63 

SHAM S CONCERN AT THE WEAKNESS OF THE NEW GOVERNMENT 

{Cottumittfcaifd hy Unileit Stales Embassy on September 22, 1953* 

1. Ambassador Henderson had a ninety minute talk with the Shah on the morning of 
September IS, The Shah said he was concerned at the growing number of complaints con¬ 
cerning the new Government, The complaints seemed to centre for the most pan on the 
weakness of various members of the Cabinet and (he appointment in key posts of men who 
had previously proved themselves incapable or dishonest, The most recent complaints wore 
that incompetent and dishonest people were being retained and even introduced into the 
Ministry of Justice. The army had also been weakened by Zahedi's bringing buck into active 
service retired., corrupt and incompetent officers. He had warned Zahedi on several occasions 
concerning this but the latter apparently had paid no heed lo his warnings 

2. The Ambassador replied that he found the Shah's remarks disheartening as he was 
convinced that both the Shah arid ihe Prime Minister were welTiUtentioned and desired to 
work together. He was worried that they were not being frank with one another. He 
considered Zahedi the type of man with whom the Shah could and should speak openly end 
thought that the Shah should encourage Zahedi lo express his views frankly as otherwise, 
because of his deep respect of the Shah, Zahedi would almost be sure to hesitate to disagree 
with the Shah 

3. The Ambassador informed llK Shah that (hem were various rumours in Tehran that 
the Shah and Zahedi were not in agreement concerning the army. Some people were living 
that Zahedi was taking actions with regard lo ihe army without consulting the Shah* while 
other people were saying (hat the Shah was issuing instructions direct to the Chief of Stetf 


without consulting Zahedi. This son of situation was one which the Tudeh and other enemies 
of both ihe Shah and Zahedi would dc%h(. The Shah said that if the Prime Minister would 
realise that he had nothing to do wish the army I here would be no differences. Zahedi 
apparently found it difficult'io remember that as a Prime Minister he was a civilian arid not ;m 
army officer, The Shah was quite prepared to listen to anything Zahedi might say personally 
and confidentially concerning (he army, but was not willing to permit Ihe Prime Minister to 
give advice openly, 

4 The Ambassador pointed aul that in the present delicate situation, the political 
stability of the country might well be affected by changes in the army's high-ranking personnel 
or organisation- The Shah consequently should make no such changes without at least 
informing the Prime Minister in advance. The Shah replied he was wi'ilmg. to do this bul was 
not prepared to promise to refrain from any action with regard Eo the military s.mp \ because 
[he Prime Minister objected. As Commander in Chief of the Army he could give orders to 
the Chief of Siaff wiShout going through [he Prime Minister, I he Prime Minister on the other 
hand could not give orders to the Chief of Staff without going through il e Minister oi Defence 
who would have the opportunity of consulting the Shah before conveying such orders, The 
Ambassador suggested that in general orders of importance from the Shah should be 
elmnndied through the Prime Minister and Minister of Defence to the t. li«f Of Staff, as Other 1 
wise ihe Prime Minister and Minister of Defence might have no knowledge of certain 
developments For which they should be prepared. Ihe Shah repeated that he intended to 
inform the Prime Minister in advance of any important Instruction* ha intended to gave to me 
Chief of Staff, but he did not indicate willingness to send his instructions through the Prime 

Minister. 

5 According to the Shah, another criticimi of Zahedi’?. Government was ihat it was 
doing nothing to reduce unemployment or to develop the country economically. The Ambas¬ 
sador vaid he thought such criticism unfair and then explained some of ihe financial difficult) e* 
which the Government had to face. The Government had not only inherited bankruptcy, but 
an inflexible fiscal system svhieh hampered its activity. I he Shah said Ik realised the 
criticism was unfair'but none the less he was concerned about it. He considered t ie 
Government partly to blame iti that it, had been very ineffective m making known to the 
Iranian public it^ difficulties. 

6 In reply to a question from the Shah, the Ambassador said be had not been pressing 
for earlv elections bul had pointed out to the Prim: Minister difficulties which Iran might 
encounter should there be no VIll jlis by March 1. The Shah su'd he thought it might be 
dangerous lo hold elections before die Government had undertaken a development programme 
of wide impact to convince the people it intended to assist them, no! by promises bin by acts, 
The Ambassador replied that the Govern mem was noi in possession of sufficient funds to 
implement such a programme and probably would not have such funds until an oil settlement 
was reached and there were a Majlis lo ratify it and to approve any loans. 

7 The Shah replied (hat if the United Slates were more interested in saving Iran from 

communism titan in achieving a settlement of the oil controversy he could see no reason why 
addition.!I credits could itol be granted by the United States Congress m January in order 
that a public works programme could be undertaken in Iran before elections were hc.d, He 
wondered if the United States wanted an oil wllleBWnt at the expense of Iran s independence. 
The Ambassador replied Ihat he thought if -.here were no oil settlement, Iran would probably 
lose its independence anvway. It seemed to him quite beyond the realm of possibility that 
Congress would grant mere credits to Iran unless an oil settlement were reached or at feast 
in prospect The American public would not permit Congress to take such action. Ln 
addition, British public epinion would be incensed and would bring pressure to bear on the 
Government of the United Kingdom, The Shah knew as well as he that should the Untied 
Slates and the United Kingdom work at cross purposes m Iran the Russians would have a 
clear field. The Shah agreed but expressed she fear that free elections without an economic 
development programme would bring back to the Majlis many rabble-ron^rs and 
irrespunsiblcs would bring the operation of the Government to a standstill, 1 he Mu hi hough! 

that in the circumstances it might be safer to have " supervised elections, 1 he Ainb::*?ai-oi 
Mid ihal the Shuh and the Government were in a better position to judge in tins respect 
than he was He did venture the remark, however, that if the Shah felt election* should be 
supervised, the mm should be to fill the Majlis with intelligent, loyal and puinotic 

who posted qualities of leadership rather limn second raters. The Shah saw he Hilly 
agreefbW before elections could be held on this basis it was necessary for /a hen to weed 

doubtful members from his Cabinet and advisers m several mmistnes. The most 
Important step, however, was to strengthen immediately the morale and equipment of the 

8 Then with great earnestness the Shuh pointed out the needs of the L-rmy. He s ud 
that the financial station of army personnel particularly noiKomnusMoacd o icer> and 
commissioned officers up to the rank of captain was unbearable and conreqiccmly hc had 
been forced to promise them better housing conditions and increases in Hilary Hl could not 
be sure of army morale until this had been done. With army morale intact, he thought tU 
Government would be safe even if it were impossible 10 aSSjUule Hk economic programmes he 
desired With a loyal army he would not hesitate. in (he event that supervised elections 
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should fail lo produce a " guod Maj'is ", lo disapprove the Majlis end exercise a dictatorship 
until impact programmes would prepare an atmosphere conducive to a second round of 
elections- He hoped the Government of Ihe United States appreciated (he importance of a 
loyal army to Iran in the present difficult circumstances- 

V. In a general discussion on Iran's economic situation. Ambassador Henderson told 
the Shah that he thought Iran's besL Imuncial bruins should be used in working out Iran's 
financial difficulties. In response to a question by the Ambassador. She Shah said he had 
urticd /tahedi to bring Ebtchaj back but the Prime Minister had apparently done noshing to 
effect Ebtchaj \ return as yet. He thought Eblchaj a much more capable and trustworthy man 
th'ju die present Minister of Finance. 

10 In reluming lo the Majlis problem, the Ambassador sai.i that it seemed to him that 
in the near future it would be necessary to pass legislation concerning the oil settlement, 
concerning the reform of the fiscal and taxation system* concerning possible loans, etc. With 
regard ly loans, Ihe Shah replied (hut several European countries hud indicated willingness 
to advance substantia] sums lo Iran on a loan basis. Credits to the extern of even S200 
million had been mentioned by German bankers and industrialists Interest had also be^n 
shown by J: pan in famishing credit in return for future oil deliveries. 

11. The Ambassador replied he was sure that any credits which Japan and European 
countries were prepared to offer Iran were based on an assumption that an oil seu'ement 
would be reached. Iran should not build up any Else hopes as it was inconceivable shm any 
responsible group of foreign business men would make loans or make substantial investments 
in Iran as long as the present abnormal situation persisted, Iran's international credit was 
worthless jn the absence of sn oil settlement. It would be a great tragedy if Iran should 
erroneously decide that it could play one group of business men in the free world against 
another in the absence of an oil settlement. Consequently, lie should bring ail his influence to 
bear to effect ai Ihe earliest possible moment a seulemcnt of rtn oil agreement. 

12, In reply to a question from ihe Shah, ihe Ambassador s?id he did not have any 
ideas as yet as to What would be necessary to effect a settle merit of the oif problem. He was 
sure thatlran would Find the United Kingdom full of good will and anxious to reach a settle- 
mini that was fair td both countries. It could not be expected, however, that the United 
Kingdom would sacrifice principles OH which international intercourse must be based in order 
to reach a settlement. The Shah wondered whether it would He preferable to re-establish 
diplomatic relations with the United Kingdom before reaching an oil settlement. It was his 
personal opinion that the oil settlement should come first. The Ambassador said he did not 
know what the British attitude on this point was but he thought diplomatic relations should 
be resumed and an oil settlement effected without delay. 


No. 64 

desire by the shah to resume negotiations 

Sir G, Jebh to Mr. Eden. t Received September 261 

(No. 807. Confidential 1 Veu 1 Yorfc, 

(Telegraph id September 25. 1953. 

Your telegram No. S71, 

Following from Minister of Slate. 

I hud a talk with Entezafn to-day. He <iid that the Shah and Persian Prime Minister kid 
asked him to have a talk with me about ihe resumption of negotiations The Shah wished 
him to assure me of his, deep desire for friendly rehiions again and that lie would do all he 
could lo help, 

2. I laid him of our keen interest in the success of the new Government in stabilising 
conditions : j nd that we too are most anxious to restore the old friendship between our two 
countries. 1 usked how things were developing and whether he thought the new Government 
were [irmly in the saddle. I te said emphatically that there war. no question of the Government 
being overthrown, and that they had the situation firmly under control. 

3 Lhilcftiim said that the ,Sbah had particularly esfccd him to impress on me the fact 
that their looking lo she United Stales for immediate financial aid was in no wny intended to 
drive a wedge between ihe United States and ourselves. He went on to imply (hat Persia 
would much rather deal with us. direct artel not have the United States as an intermediary 

4 I ra>%ed ihe question of the resumption of normal diplomatic relations in a tentative 
way end asked him at what stage he thought it would be most In capful. He said that of course 
there would have to be a full resumption of normal relations before any oil agreement could 
be signed. Li would however be rather difficult for them io resume relations before arty talks 
at all kul token place, though he quite appreciated the convenience of having normal methods 
of ciifitniunkwlkm. 
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5. 3 asked what procedure he had in mind for getting ihe talk;* going. He said that the 
Shah and the Prime Minister had thought of the following place*; New York, Washington. 
Geneva, New Delhi anj Paris. They did not like the idea of doing it in the United Stales (I 
suspect tltis is partly because Eniezam himself does not want to deal with ihe deiailsi, They 
thought Geneva would be loo public. One reason why [hey had considered New Delhi was 
beer use Middleton was there in whom they had great confidence. I said it would be difficult 
to have India as the mediator in eveiy dispute in the world, moreover, Pakistan, Persia's 
neighbour was rather jealous of India's position. Enfexnn said that precisely (he same con¬ 
siderations hud been mentioned by ihe Shah, Accordingly they had come to the conclusion 
that Paris would be fur the best place. The Persian Ambassador Designate for Paris was Rais 
who had been Ambassador in London and Foreign Minister and w as very suitable. I said 
that the company would have to he in close touch with any negotiations and for that reason 
l too thought Paris would b; conveniently near to London. 

6. I asked Enlejtam how .soon he though I that we should try to start in this way provided 
ihat Her Majesty's Government agreed. He replied that be thought in about a month, l 
impressed on him that from my point of view this was o very tentative conversation and that 
I would have to communicate with you before saying anything definite He said (fist lie 
proposed to write lo his Prime Minister reporting our talk. I said 1 would consult sou and try 
to talk to him again soon so shat he could cable your views on these suggestions. We did not 
discuss liic possible types of seillemcm at all. I said lhal. supposing you agreed to the above, 
it might be that lie and 1 could carry matters a little further before the Informal talks began. 

7. I kept open the possibility that wc might wish for the resumption of diplomatic 
relations before detailed negotiations. My own view however is that it would be better ai 
all events to begin in the way suggested particularly as the Initial tve has come from them. 

K. I should like your views soon. I believe that speed at this singe on this limited point 
is advisable, 
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AMERICAN VIEWS ON THE FUTURE OF THE Oil DISPUTE 

SO R. Makins to Mr. Eden. [Received September 

(No. 2010, Confidential) Washington* 

Telegraphic! September 25. 1953. 

Your telegram No. 3704. 

Butler accompanied by liceley and Becked, met Byroadc and Hoover this afternoon, 

2. The Americans said they had no specific proposal to put forward as a basis for set de¬ 
ment. The consideration thc\ had so Ur given to the problem had led them to the following 
tentative conclusions: 

(4 Thai, primarily for reasons of internal Persian politics, a settlement should be sought 
with as little delay ax possible: 

(6) That the February proposals were open lo serious objections. On the one hand ii 
seemed likely that ihe arbitration formula, involving as it did compensation for 
future profits* would be as unacceptable to the new Persian Government us lo 
Musiidjiq. On ihe other hand Persia would* alter the end of the 20 year period, 
be doing better than her neighbours out of her oil. A settlement on these lines 
would therefore imperil the other concessions iri the Middle Bast and elsewhere, 
and Hoover expressed th; view that, for this reason, wc Tumid exhaust every 
other possibility before falling back on the February proposals \ 

(el That it was difficult to see how ihe 50 50 principle could be applied to Persia except 
by means of arrangements for ihe operation of the industry on Persian territory 
which would, in fact, amount lo a new concession, however it might be 
camouflaged to make it acceptable to Persian pub'ic opinion. Sonic doubt was 
expressed as, to whether ihis was practicable, and it was agreed lhal both sides 
would examine the Persian National teat km Law again before the next meeting. 

3. Your telegram No. 3709 did not arrive until after the meeting. Wc will make these 
points at our second mceiing tomorrow morning. 
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PROPOSALS FOR A SYNDICATE TO MARKET PERSIAN OIL 

Air R Makintt lo Mr. Eden {Received September 26) 

(No 2036. Confident in I) Washington. 

(Telegraphic) September 26, (952. 

Your telegram No. 3709 

1 lit: Americans opened the: second meeting ibis morning by showing us a tdegram from 
Henderson in answer io a request for his views on the proposal lhat a syndicate should be 
formed both to market Per Situ oil and lo operate the nil industry in Persia, The telegram* a 
copy of which follows by bag, i> a powerful argument against any proposal of this kind. 

2 The Americans admitted that Hendcfwn’s opinion was an important new factor in 
ihoir consideration of the problem. They' still thought, however, that there would be advan¬ 
tage^ in working out the syndicate proposal in greater detail* and Under is mceling Hoover 
this afternoon for this purpose, 

3 We then informed ibttd of the views staled in your telegram under reference. They 
agreed that ii would be premature for Henderson io discuss the February proposals with 
Zahedi* and in fact had already instructed him lo avoid being drawn into a discussion of this 
kind if possible. They are toying with the idea of sending Hoover to Persia on an exploratory 
mission, and would be glad to have your comments on this possibility. He would not attempt 
to negotiate with the Persian Government His objects would be: 

la) to explain to the Persians some of the background, with particular reference to the 
marketing of the oil and ihe altitude of the companies to this problem ; and 

(frt so form an assessment of the poliHeal situation and the limits which it imposes on the 
type of solution wc could usefully propose. 

In view of the probable delay in restoring diplomatic relations between Persia and the 
United Kingdom, and the importance of beginning to educate Zahedi and his advisers before 
their ideas crystallise, there would seem to be substantial advantages in a visit of this kind, 

4 Byrou.de expressed the opinion that the existing arbitration formula would not be 
acceptable io the new Persian Government, He pointed out that it had been drafted in order 
to counter public statement*, from Mu&addiq to the effect that compensation could only be 
awarded for the loss of physical assets. Since Zahedi had not made any such claim, be 
thought wc should be sufficiently safeguarded if the court were simply asked lo award 
compensation to the company for losses resulting from the Persian Nationalisation Law, If 
we insist on the terms of the February formula. Byroads believes lhat it will be necessary to 
abandon the February proposals and make a new approach to the problem. 


No. 67 

PROPOSALS FOR AN INTERIM SETTLEMENT 

m 

Sir R. .V Zakins, i Received October ft 

(No. 2067. Confidential! Washington, 

(Telegraphic! September JO. 1953, 

My telegram No. 2036. 

A third meeting was held this afternoon, at which we agreed to submit to you proposal* 
for an interim settlement which arc briefly outlined below and which will be more fully- 
explained in a letter which Butler is sending Maud by bag* amplifying his letter of 
September 29. 

2 The proposal is that the International Bunk, in the capacity of a trustee, should 
operate the industry for it limited period iwhkh might be 2 years) with a view to creating 
conditions in which it would be easier than it is at present to negotiate a satisfactory permanent 
settlement. The Bank Has not been formally approached* but Hoover has seen Prudhoffimc 
and feels little doubt that the bank would accept this task, provided it was allowed to exercise 
effective control over all operations in Persia. The Persian Govern men i would receive a 
price per ton not greater than the comparable revenue of neighbouring countries 


3, The legal rights of Anglo-1 ran tan and the Persian Government would be fully 
reserved during the period of management by the International Bank, but Anglo!reman 
would of course be asked lo waive Lheir chums In respect of oil sold by the Bank It is con¬ 
templated that the Batik would make individual contracts with die major marketing com¬ 
panies for the disposal of the oil. For the operation of the industry in Persia they would 
employ an American or an international firm of consulting engineers which would borrow 
personnel as necessary from the oil industry* 

4* If after studying the more detailed explanation of this proposal which you will be 
receiving from Butler* you agree that it should be explored further with the Bank, with the 
industry and with the Persian Government, it is suggested that Hoover, if he goes to Tehran 
and finds the atmosphere propitious* should try to ascertain whether some such basis for 
negotiation would be acceptable to the Persians, He would return to Washington by way of 
London, and if his report is encouraging the State Department l are disposed to agree dint 
wc should then try to restore diplomatic relations. 

3. If you agree with this programme Hoover would like to leave for Tehran about the 
end or next week* A telegram from Henderson reporting a conversation with the Shah on ihis 
subject follows by hag. 


( 2 ) 

REPORT ON DISCUSSION WITH THE SHAH ON THE 
RE-ESTABLISHMENT OF RELATIONS WITH THE UNITED KINGDOM 

Sir R. Making to Mr. Eden. 'Received October 2) 

(No 804 Saving* Confidential) Washington. 

(Telegraphic) September 30, 1953. 

My telegram No, 2067. paragraph 5* 

Hud audience with Shfh September 19 * Among subjects touched upon were oil and 
re-esLafalishnient relations United Kingdom He asked if E had any recent information re 
exploratory conversations on oil taking place Washington* Did E honestly believe British, 
wanted oil settlement? It was his understanding A l.O.C. would be embarrassed if pus 
under pressure, lo take any Iranian oil.. 

I told Shah l sure British warned oil settlement. Although no large international oil 
companies had desire purchase Iran oil nevertheless everyone realised lhat without oil se! I le¬ 
nient Iran would be hopelessly ruined. No one except Communists and fellow travellers in 
western world wanted that to happen. 11 lined Kingdom just as interested as United States 
in seeing Iran indei'endencv preserved* IF Government arid people Iran would take realistic 
view international oil situation oil problem could be settled in manner advantageous lo all 
parties concerned, 

Shah asked if E had any idea what United Kingdom had in mind* I replied in negative 
He asked if I had any further ideas how United Kingdom would like settlement be negotiated* 
I replied \ itooughi United Kingdom prefer direct negotiation* as most sensible quick way 

arriving settlement provided both parlies would meet in spirit goodwill. Shah said “why 

ihen did not negotiations start? ” 1 replied in mV opinion neither side quite ready and neither 
side certain as io how first approaches might best be made. 

Shah asked if I had any further information whether British would prefer re-establish- 
ment relations before oil settlement or simultaneously with oil .settlement* I said, although 
I not in position express British views l thought British would prefer re-establishment of 
relations ns soon ils possible even though for time being there might be only Charge d' Affaires 
in Tehran. Shah replied he personally still believed ii would be belter for relations lo he 
re-established at end of oil settlement because: 

(tii He was afraid British Embassy would be target for attacks and criticism which would 
stir up feelings m case negotiations for settlement would run into difficulties; 

(6) He feared if reiilcnurnt effected enemies of west might claim lhat British Embassy 

had intrigued to bring about settlement unfavourable to Iran. 

1 said on other hand continued absence of diplomatic relations might well irritate British 
public and else numerous and influential friends oF United Kingdom in Iran* If United 
Kingdom friends in Iran should obtain impression present Government following MusaJJiq 
line re British they might withdraw such credit us Government was receiving from them at 
present, it would he a serious mutter if present Government without unqualified support of 
Iranian dements friendly to United Kingdom should be compelled to cope with Tudeh 
sympathisers and Musaddiq adherents. 

Shah asked what in my opinion was British attitude just now towards present Government 
I s;>id 1 convinced British Government wished present Government success in its undertakings. 
Shah asked if t sure this fact. I replied in affirmative* pointing out failure present Govern¬ 
ment in existing circumstances could result in disaster to Iran and great damage lo western 
world. 
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Shill said he had asked these question because hi; had observed increasingly critical 
attitude towards present Government on part of many pro-British Iranians. He wondered 
whether this indicated United Kingdom had changed its attitude towards present Govern¬ 
ment a ltd towards him self. 

I said I had also observed that certain groups known lo be specially friendly to United 
Kingdom were beginning engage in anti-Govern men I campaigns, I was sure these groups were 
acting on their own without British guidance because they resented absence friendly gestures, 
on part present Government towards Linked Kingdom. One rd vantage of presence BritrSh 
Embassy in Tehran would he that thal Embassy by demonstrating friendliness towards Shah 
and Government might cause these pna-British elements «o realise their present hostile attitude 
unwarranted. 

Shah ^aiJ he would further study matter reestablishment relations He thought speedy 
settlement oil problem would really be best solutions. 


Ho. 6$ 

REPORT OF ELECTIONS FOR A NEW MAJLIS 

Foreign Office to Sir R, Mubins i Washington) 

lNo r 3S2L Confident tab Foreign Office. 

(Telegraphic! October 3. !953. 

We understand fa.l that State Department have show: you a telegram from Henderson 
reporting that Zahetit is contemplating elections to bring ^f.^ilis membership from twenty- 
three tits present figure t to eighty; ib\ that Henderson hopes that he may be authorised to 
tell 7.A hedi that we and UniteJ Stales Government will be able to accept the ratification of 
Internal icrnut Agreements by such a Majlis: id that the United States Government Tor their 
pari are disposed to agree. 

-■ The enquiry is awkward, because it might be interpreted as an advance request to 
connive in an unconstitutional ratification Contrary to what General Zahedi has apparently 
suggested, ii would not appear chat a similar question was considered at (he time of (he 
February proposals. 

X In so fur j* ZaheJi appears to have asked whether we should consider ratification by 
,i reduced Majlis constitutional. our fonniI reply would ho that Her Majesty's Government 
could not make .-m agreement with Persia unless it were concluded and ratified in a manner 
valid under Persian law. The Persian Government would have to satisfy themselves that 
the procedure followed for ratification was constitutional and Her Majesty's Government 
arc entitled lo expect that they would do so. 

4. We agree with Henderson that ratification by a full Majlis would be preferable. We 
do not understand why. if General Zahedi is prepared lo have fifty-seven new elections to fill 
seats unftiled in the elections of Spring 1952. he should do] go ihe whole way and 3u>ld 
similar electrons to replace those members who resigned before Mtisaddiq fell. It h particu¬ 
larly unfortunate that his present scheme should not provide for (he attendance In the Majlis 
of all the Tehran deputies (of whom several resigned in July! since under Article 6 of the 
Constitution their vote is valid in the absence of provincial deputies, 

5. Please pul these views to the State Department, 


No. m 

DESIRE BY THE SECRETARY OF STATE FOR A RESUMPTION OF 

DIPLOMATIC RELATIONS 

Mr. Film to Sit Gladwyn /ebb * A>w York) 

tHo. 927. Confidential! Foreign Office. 

tTelcgrapfito October G, 1953. 

As soon us J got back to ihe Foreign Office the Minister of Slate told me of your recent 
talk with him, Woo'd you please convey m ihe .Shah and the Prime Minister my thanks for 
this initiative, t fed that the best way io begin this new phase is for us to resume diplomatic 
relation*. We are ready to do this and I am sure that everything will be easier when we are 
in direct touch. Perhaps you could ask your Government it? consider this, Meanwhile either 
the Minister of Slate, or. if he has not returned to New York. Sir Gladwyn Jehb, wifi lie ready 
to discuss ihe matter further with you. 
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MESSAGE TO Mr. DULLES FROM THE SECRETARY OF STATE 

Mr. Eden to Sir R. Milk ins {Washington) 

(No. 3872. Confidential J Foreign Office. 

(Telegraphic) October 6. 1953. 

My telegram No. 3793 [October E|. Please give Mr. Dulles the following message 
from roe. 

2. 1 have just got back and at once looked into recent correspondence about Persia. 
The first thing that struck me was the admirable way in which Henderson had handled 
matters, and I should be very glad if you could let him know how grateful 1 sm for the part 
he has played. 

3. I am no [css grateful for the study which your people in the Slate Department have 
given to the problem, and for your readiness to scud Hoover out to Tehran. 1 entirely agree 
that in everyone's interests, and particularly in Perm's, we must try to solve the oil question 
as soon as possible, til way:, provided of course that this can be done without detriment to 
other vital interests. Bui I feel strongly ilia! our immediate amt should be to re-establish 
diplomatic relations, You will not misunderstand me E am sure if [ s;:j that negotiations 
through intermedia tics, however trusted and well briefed, can be no completely satisfactory 
substitute for direct contact- Sooner or kiter we hould have to come into the talks* and from 
all points of view it would in my opinion be preferable for us lo be in ihcm from the start Jn 
any case, on general political grounds it is foolish for (his estrangement between us and Persia 
to go on any longer. 

4. While therefore I gladly accept the suggestion that Hoover should go to Tehran. I 
should like to see his purpose defined as follows: 

In co-operation with Headerson- 

(ot lo make clear that we want to re-establish relations as soon as possible and shall be 
ready to do so whenever the Persians arc ; 

(hi lo assess ihe political situation in its relation to the oil problem, having discussions 
for this purpose with the Shah and General Zahedi; ynd 

(r) ki explain to them the problems involved in putting Persian oil back on the market, 
and to try to elicit what ideas the Persians themselves have about a possible 
settlement, 

5 I hope you will he able to agree to that definition. Meanwhile, the latest proposal 
|Washington telegram No, 20671 is being considered urgently and we mil let you have our 
comments as soon as possible. I very much hope Hoover wilt not leave until you have them. 
We should much like to see him here both on his way out and on his return. 


EP ltiSl/23 No. 71 

MESSAGE FROM THE SHAH TO THE SWISS MINISTER: SHAH’S 
DESIRE TO RESUME DIPLOMAT IC RELATIONS W ITH HIE 
UNITED KINGDOM 

(Confidential) October 8, 1953, 

l lunched today with M. Bernalh. the Counsellor uf the Swiss Legation, who uave me 
the following information. The Shah had instructed his Private Secretary, a Swiss named 
Perron, lo see the Sv. iu< Minister in Tehran and ask him lo try to find out whether we would 
be in favour of resuming diplomatic relations before oil negotiations started. The message 
gave the following background also: die Shah and the Persian Government had been "in 
favour of gating an oil set dement quickly before resuming diploma tie relations but they had 
received advice from various quarters tint it might lake some time to negotiate an oil settte- 
nicnt and that therefore it would be belter to resume diplomatic relation first. They were 
now undecided about this but they wished lo know first wlist Her Majesty’s Government's 
views were and they would apparently like to fall in with them. They were however rather 
uncertain about how exactly diplomatic relation * could be resumed with the minimum loss 
of face to themselves* since they fully realised ihat it was the Persians who had broken off 
reborn and they were rather afraid that we should insist upon the first move coming from 
the Persian side now. 

The menage added that, while the Persians were grateful for the $45 million supplied by 
the Americans, they realised that this woutd not keep them going for very long and that they 
would have to look to the sate of oil to provide them with revenue which Ihcv very badly 
needed. * J J 
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No, 72 

CONSIDERATIONS ON AN INTERIM SETTLEMENT 

Foreign Office n\ irr R. Maktm I Washington) 

(No. 35MO. Confidential! Foreign Office, 

(Telegraphjot Octobe r 8 f 1953. 

Your telegram No. 206? lot September 30], 

practicability of a long-term settlement at this singe SVe would naturally prefer the latter 

We presume that the reason for considering an interim settlement is doubt regarding the 
and consider that our first objective should be to see whether it is pructicabfe- 

2. The following however lire our preliminary comments on an interim arrangement a> 
outlined in your telegram under reference and amplified by Butlers 

i ljI We should attach the greatest importance to the Bank's operating specifically as the 
trustee for both parties to the dispute. 

ib) While A.l.O.C. would grant a waiver in respect of elami- on oi! sold by the Bank, 
they could not contemplate giving a waiver to anyone else; all oil must be 
sold by Ihc Bank in the first instance, 

tc> While appreciating Hoover's desire u> postpone any argument about " compensation " 
in the hope dvat a satisfactory long-term partnership arrangement can be worked 
out, we fed that to protect A l U-Cs position adequately in ease it should after all 
prove impossible io work out a .satisfactory long-term Stllcmcnt during the 
currency of the interim arrangement, it is essential that some pan of the proceeds 
of sales made by the Bank should be set aside bn escrow or under some other 
name* as a necessity corollary to the waiver at (6) above. This also seems very 
important from the point of view of the effect on Persia's neighbours. 

trfi If the Bant is to employ consulting engineers to operate the industry, we should 
expect, particularly having regard To recent Persian statements, that British firms 
could be associated with any United Stales or international firms. Apart from 
conrideralions of prestige. it is important to ensure that vxpciulilUFe on rehabili¬ 
tation and operation should be 3S far as possible in the sterling area rather than 
elsewhere. 

I el Since costs in the revived industry t particularly with the present labour position at 
Aba dan ! are uncertain, wo doubt whether Perris could be given a return per barrel 
comparable with what neighbouring countries are receiving Isay 80 cents) without 
giving them more than 50 per cent, of ihc net profits likely to be realised in Persian 
ope re i ions. 

3. Wc have also to consider the political and economic effects of the riasc of A.LOjC's 
participation in any arrangement made. In considering long term solutions hosed on a 
consortium. Al.O.t’. have always assume 1 that ihey handle at least 5ft per cent, of oil 
produced. ThU docs not necessarily mean that A l.O.t would not be prepared to consider 
something different but this cannot be considered in isolation from the other terms of any 
arrangement made, 

4. All in all, therefore, there are many important conditions and provisions to thrash 
out. f or ihi*. reason wc have asked that Hoover in his talks with the Persians should confine 
himself to the matters listed in paragraph 4 of my telegram No, 3872 and we feel it desirable 
that we should have an opportunity of discussing lhe whole position with fern as soon as 
possible, No doubt in any further talks he may have with the Bank and the United Stales 
oil industry he will bear the foregoing in mind 

5. Your telegram No. 2140 has just arrived but wc do riot want io delay lhese comments 
while we consider it. 


No. 73 

REPORT BY Iff) SWISS MINISTER OF A MESSAGE FROM THE SHAH 

[No. 232, Confidential* foreign Office, 

(Telegraphlet October 9 , 1953. 

SwFs Legation have given us the substance of an oral message received by their Minister 
at Tehran from the Shtih, asktn.'i him to find out whether we should be in favour of resuming 
diplomatic relations before beginning oil negotiations, 

2. Following is lest of aide-memoire handed to Swiss Minister by Sir W, Strang 
today (October 9k 

Her Majesty's Principal Secretary of Stale for Foreign Affairs will be grateful if the 
following personal message from him could be transmitted to the Swiss Minister at Tehran: — 
Message begins. M I was very glad to receive the mo-age from the Shah which you 
recently transmitted to me through your Government 


We certainly do not want the present estrangement between two old friends to go on 
any longer. In my view the best way to begin a new phase is for us fit resume diplomatic 
relations as soon as possible Her Majesty's Government arc very ready to do this; and J 
am sure ihai everything will be easier when wc are in direct touch. 

1 would suggest that we need not stand too much on ceremony over forma 'dies. It would, 
1 think, suffice if simultaneous announcements were made in Tehran and London to the effect 
that both Governments, being desirous of re-establishing diplomatic relations, had agreed to 
exchange Ambassadors, t should be grateful if you would ascertain whether the Persian 
Government agree ”, 

2. Should lhe Persian Government indicate their approval of the procedure suggested 
above, the full wording and liming of the simultaneous announcements would be concerted 
through lhe Swiss Government and their Minister at Tehran* Meanwhile however it may be 
helpful to the Swiss Minister to know (ha! Her Mafcsty 1 * Government would propose, on the 
resumption of relations with Persia, to send to Tehran the Counsellor of Embassy, w ith a small 
staff, in anticipation of the arrival of the Ambassador The despatch (o Tehran of the 
Counsellor could be effected within a week or two of the Persian Governments indicating 
their approval io the course proposed. 

3. [TV? Washington onty l 

You nmy inform Stale Department, 

We are telling the United Staler Embassy here of this and of my message to Fntc/am 
(my telegram No. 927 to UK DEL New York), 

3. |To New York oniy.l 

This I hope will serve as the brief promised in my telegram No. 937 (October 8], 


EP 10SI /27 No. 74 

RESUMPTION OF DIPLOMATIC RELATIONS WITH PERSIA 

Foreign Office, 

(Confidential) October /J, 1953. 

Mr. Houghton of lhe United States Embassy icKlay gave me the following account of 
talks which Mr. Henderson, United States Ambassador in Tehran, had had with mcmbeis of 
the Persian Government on this subject. 

2. Learning that General Zahedt was to lunch with the Shah on October 7, 
Mr. Henderson saw General Zafrcdi himself, the Minister for Foreign AlT.rirs and Mr. Ala, the 
Minister of Court and discussed ibis subject with them. 

3. Mr. Henderson told General Zuhcdi that he knew that the Shah and his Prime 
Minister thought that the resumption of diplomatic relations should be simultaneous with the 
settlement of the oil question but he himself was fully convinced that relations shoud be 
resumed as soon as possible and that they should not be linked with an oil settlement. Such 
a resumption would he considered strengthen Persia's position internalions lly and also 
internally, since there were influential groups of pro-Western people who would not give the 
new Government their full confidence and support until It was in relations with Her 
Majesty's Government, If General Zahcdi did not soon resume relations with, the United 
Kingdom his Government would lose some sympathy in the Untied Kingdom and in the 
United States Finally. Mr. Henderson pointed out there was no logical connection between 
diplomatic relations and an oil settlement, He had told General Zahedi that as Perrin had 
broken diplomatic relations with Britain it was for her to resume. 

4. General Zaliedi replied that he Was Unprepared to resume diplomatic relations before 
an oil settlement had been reached or. at least, concrete steps had been taken in that direction. 
He feared that the British Embassy when re-established without an oil settlement, would be a 
target for Nationalist attacks which would impair relations between Perriit and the United 
Kingdom. His Government would also appear to be a puppet of the United States and the 
United Kingdom Governments, He entirely agreed that Persian public opinion would need 
io be prepared before it could accept a resumption of relations, but he did not think ihte 
preparation would he difficult or need take much time. 

5. The Minister for Foreign Affairs thought ll would be suicidal to resume diplomatic 
relations at this moment and said that the Prime Minister and the Shah were convinced that 
they should not be resumed until ai least some principles for a settlement had been agreed, 
either in private unofficial conversations or by the use of mediation. 

6. Mr. Ala. the Minister of Court doubled whether Lhe Slurb would think It wise to 
resume diplomatic relations before an oil settlement. 


C, T, GANDY. 
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EP 15316/53 

Mr. HOOVER'S VISIT TO PERSIA 

Mr. Peitfield i United Suites Embassy) to iVJj\ Eden 

(Confidential) London, 

^ r5 October 14, 195J. 

The Secretary of State has asked me la transmit the following message lo you: 

11 Thank you for your message of October 7 and particularly your kind words about Loy 
Henderson. E; is pleasant to know you share our view that he has shown remarkable skill 
in handling a very complicated problem. 

“It seems there may be art opportunity now to move forward rapidly in Iran and I 
consider the views pul forward in your message most helpful, Hoover, who will soon be in 
Iran, will bring you a first-hand report on the situation there, probably within another two 
weeks. I do appreciate your agreement that he go directly to Tehran, 1 know that he will 
have some interesting new,', to report upon Iranian attitudes and their understanding of 
the problems involved in putting Iranian oil back on the world market 

” We thoroughly understand your feelings about the desirability of early rc-tfiUiblrihment 
of diplomatic relations arid your hope chat full advantage will be taken of whatever opportm 
niiics may arise to push for the final settlement of the long-standing oil dispute. Hoover 
understands that the question oT an interim settlement re to be discussed only under general 
terms and only if there seems to be no chance in the present atmosphere of pressing for an 
early and complete settlement of the issues in the dispute. " 

Yours. Ac, 

JAMES PENFIELD. 


No, 76 

Mr, EDENS MESSAGE TO THE PERSIAN GOVERNMENT 

til 

Mr. Eden ft* Sit p. Scnvener iBerncI 

(No. 256, Confidential! Foreign Office, 

(Telegraphic) October 2h 1953. 

My U v k;:TPm No. 232 (October 91. 

My immediately following telegram contains test of passage about Persia in my speech 
in the House of Commons yesterday, October 20, 

2, I am not sure how accurately this will be reported in Persia, Please therefore move 
the Swiss Government lo instruct Their Minister at Tehran us bring the text urgently u» the 
attention of the Shah and General Zahcdi. 1 mention them in particular since there arc indica¬ 
tions that the present Persian Foreign Minister has a strong personal buis against my proposal 
tme diplomatic relations forthwith, and would prefer oil talks first. For that reason 1 
am anxious that the message in my telegram under reference should also be given to the 
Shah and Zahedi if this hire not already been done. 


( 2 ) 


(No 257) Foreign Office, 

(Telegraphic! October 21. fQSJ- 

‘ 1 hope (hut u vx-a chapter ha.v opened lit Persia, There is a new Government 
(here, arid to them, and to the Persian people. Her Majesty's Government wish sincerely lt> 
extend once more the hand of friendship. The Persian Government ere aware that vve are 
ready to resume diplomatic relations: if (Ins can be done it will ihen be easier for us, to discuss 
together (he complex problem of Persian oil. I shou'd tike lo say that the United States 
Government are working very closely wish us in these matters *\ 
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SHAH’S EARNEST DESIRE TO RE-ESTABLISH NORMAL RELATIONS 
WITH THE UNITED KINGDOM 

Aide-memoire Communicated j<> Sir W. Strang by Swiss Minister on October 23, f953 
(Confidential) 

M, Eschei, the Swiss Minister in Tehran, saw M Entexam* (he Iranian foreign Minister 
tin October 11th and the Shah on October 14th, M. Escher underlined the very friendly tone 
of Mr. FJcn’s message. Both M. Hnt«utn us well a'. the Shah assured him dial (he Persian 
Government, too, had a friendly attitude and wishes urgently to re-establish its normal relation 
with Her Majesty's Government and lo set tile once and for all the oil dispute. Both stressed 
(he fact that they had to have regard for public opinion and would have to proceed w ith the 
utmost caution. M. Esc her I hen referred (o recent articles in the British Press which showed 
great Comprehension of (he Persian problem. M. Entc/am replied that his Government loo 
had intimated to (he Persian Press the desirability of a general toning down of (heir comments, 
The various editors seemed to share the Government's view but fell it might be dangerous to 
alter the course too rapidly. 

It is fear of public opinion which makes the Shall hesitate to re-establish diplomatic 
relations without first solving the petrol problem, or without having at least made the first 
contacts and held some discussions *-.n th.it subject. The Shah .is well as M Lniezum wish 
to review once more (he whole situation with the Head of (he Government before giving a 
definite answer The Shah left on October 15th for a few- days res: at Ispahan and M, 1-scher 
therefore doubts whether a reply could be received before the end of this week or the beginning 
of next, 
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SUBSTANCE OF DOCUMENT WHICH Mr, HOOVER AND 
Mr. HENDERSON DISCUSSED WITH THE IRANIAN PRIME 
MINISTER AND FOREIGN MINISTER IN TEHRAN ON 
OCTOBER 2L 1953 

{Communkatcti by Her Majesty's Embody, lyaxhirtgtpm 


Washington. 

(Confidential! October 28. 1953, 

The situation regarding supply and demand for Middle East oil 

There is at present u substantial surplus of oil in the Middle East without taking Iranian 
oil into consideration, and there will be for many years. In fact, any of the other throe Middle 
Eastern countries producing oil in substantial quantities, namely, Saudi Arabia. Kuwait and 
Iraq, lias sufficient proven oil reserves to be able lo take care of any foreseeable demand for 
Middle Eastern oil entirely by itself. Saudi Arabia alone has proven reserves and potential 
production now capable of supplying more than 3 million barrets per day or approximately 
150 million tons per year as against present world demands for Middle East oil of 2,400*000 
barrels per day or approximately 125 million tons a year. 

2. United States markets for frtmUm oil, There hfts been a great deal of discussion 
about shipping large quantities of oil to the United States, Exports to the United Suites will 
be small, if any* during next several years. As in all other parts of (lie world, over-supply 
situation exists there and production has been cut b. 2 ek to keep it in line with demand. Most 
of the proposals lo purchase Iranian oil for shipment the United States are based on the 
hope of obtaining a price sullicicnth below ire fair market value to make it profitable in 
competition with domestic supply. Any appreciable volume of exports, however, would 
probably result in an increase in import duties and the operation would no longer be a 
profitable one. Large and steady volume of oil from Iran to the United States within the 
near future is not probable, Eventually, as domestic supply in the United Slates is no 
longer tiblc lo meet live demand. ,tn appreciable market for Iranian oil can be developed 
gradually. In such a situation* larger distribution companies in America would be the most 
stable anti Logical outlet. 

3 Eastern hemisphere market for Iranian oil. The major p?ri of crude oil and ire 
products is distributed by private commercial companies rather than by governmental entities. 
H would be safe to say that 90 per cent of the oil in. the world* including Middle East oil, 
is distributed in this way. Iran must use these same channels if it is to dispose of any 

4S04J 


M 

















n 

appreciable quantity of o?L There are seven mapr international companies who arc at 
present engaged in distributing Middle East oil. Thcif marketing organisations have been 
built up over a period of many years and extend to almost every part of (lie world. There 
arc j. lew Josser companies who also distribute a nniior amount of oil but they do not have 
large outlets available nor arc they of appreciable size, It seemj necessary than Iran consum¬ 
mate some form of agreement with one of the major marketing companies or with an entity 
which would include one or more of those companies, If an appreciable amount of Iranian 
oil is, to flow to market, the possibility of developing fresh distribution channels of imparlance 
outside those afforded by larger companies docs not exist for the following reasons; 

to) Those few Govern menu in the world which are endeavouring to operate their own 
distribution and refining systems offer an extremely limited outlet for Iranian oil; 

ih) New private companies entering international oil distribution business would be at 
a great disadvantage in competing in the present world situation with those conn 
panics which arc already well-established, 

H is estimated that the sum of these channels could not purchase ils much as 5 million 
ions per year of Iranian oil. In many cases, particularly in dealings with foreign Governments* 
income io Iran would have lo be received on a barter basis which would oiler obvious dis* 
advantages. Furthermore, sales to u number of .small private companies or to foreign Govem- 
ntenis would not be of a character which would guarantee a steady flow of nil. Under such 
eomii I ions it would not be posable to operate wells or refineries in an effective, continuous 
or economic manner. If distribution can be obtained through major companies, however, 
li volume of from 20-4-0 million Lons annually may he achieved within approximately three 
years after resuming operations. 

4 w-'orfd rt-fjn ng of Middle Eastern ail About 75 per cent, of all Middle Eastern oil 
flows to Europe and Lhc major part of she other 25 per cent, goes to Africa. South Asia, (lie 
Kir hast, and the South Pacific. The trend in recent years has been towards refineries located 
close to consumption rather than at (he source of production. Governments have forced this 
re-location of refineries in many eaves either bj direct legislation or by means of tariff differen¬ 
tials. In 1945, 85 per cent, of alt the oiT refined in the Eastern Hemisphere was processed ul 
the Middle East and by 1955 this volume had declined to 19 per cent, of the total, European 
refineries in 1945 processed only 6- per cent, of this total and by 1953 (heir proportion had 
risen to 63 per cent Large add til octal refining capacity is now under construction in Europe, 
South Asi- and the South Pacific. In even case these refineries are close to their consuming 
markets. The demand for Middle Eastern pi! products may be expected gradually to decline 
whereas, that for crude oil will unquestionably increase. These trends arc the result of 
economic and political forces entirely beyond the control of either the distributing companies 
nr the Government of Iran. Regardless of the kind of settlement achieved, the income to be 
derived by Iran from refinery operations is almost sure to decrease as more refineries are built 
in consuming countries. 

5, Relative incomes la ail producing countries of the Middle East. The existing net 
income in the form of royalties and taxes received by various Middle Eastern countries is 
approximately 70 to SO cents per barrel or 54.90 to S5,60 per ton. Saudi Arabia wBl receive 
a net income In excess of S20G mil Iron in 1953. Kuwait and Iraq will receive proportional 
amounts depending on thdr actual production, 

6, Income to Iran El is difficult to m?c how on a barrel basis, the income to Iran could 
be greater than the highest received by other substantial producing countries in the Middle 
East Iranian oil must compete commercially with other Middle Eastern oil. No distributing 
company capable of handling substantial quantities iff Iranian oil could afford to pay Iran 
more for its oil than the cost to it of oil received from other Middle Eastern countries. With 
a volume of 20-40 million tons annually, the net income from Iran should be from a $100 to 
5200 million each year and as markets increase from year to year, income should grow 
proportionately. 

7, Present situation of major international distributing companies operating in the 
Middh Eaa All of the major international distributing companies at present have umpic 
sources of crude oil in the Middle East These com panics have made heavy capital expendi¬ 
tures in (hose countries, and relations with the respective Governments appear to be cordial 
and reflect mutual confidence. In every instance, the companies are eMowed to manage and 
supervise producing and refining operations in which they arc engaged and are thus able to 
assure themselves of efficient and steady sources of supply for constantly shilling markets and 
inuntam their technical standards of quality. It h with respect to this”general aspect of the 
problem involving as it dues the national honour and integrity of Iran on the one hand and 
practical, economic and operating factors of the oil industry on the other that the difficulties 
of solution must be recognised In this instance it is especially true as enormous amounts; 
of capital will be required to place Iran** oil industry into operation again and possibly to 
make substantial initial financial advances to the Government. The companies will hesitate 
to accept these obligations without comesportdjng responsibility tor the technical conducting 
of operation. 
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AIDE-MEMOIRE HANDED TO Mr, EDEN BY THE SWISS MINISTER 

ON OCTOBER 30 

Message tfe M. Etcher a Mr. Eden. Secretaire dEwt de Su Mnje&tt pour lex Affaires 

Etrangeres 

{lexte approuvi en tons paints par le General Zahedii 

Le President du Council volte remercte sincere itieni du message transmit par mes spins 
te 11 octobrc, el dont it appreek la tenenr arnica Le. It est egakment d&ireux de voir les 
relations diplomatique rdtablie* te plus vite possible, et appmme en principc voire suggestion 
dc publier simultactemem un communique k eel efTet Pour dcs raisons que vous eompren- 
4rr? , it estLme eependant que cc communique nc pourra tire public qu'au moment ou une 
base dVntcntc sur la solution du problcmc du petmle aura etc irouvee. on ;i tout le moins 
at! moment oit unc premiere prise de contact promettcur aura ete Public, Alin d’atidndrc 
ce but. le General Zahedi emit opportun que vous envoyiez k Tehtfran un expert autorisi 
dc patter au nom du Gouvemcmenl brieaunique et dc I'Anghi-Iranian, leqiid seffo recruit 
avec les autoritds Irani critics de trouver unc bare d'enleflie. Pour garter le secret, c»t expert 
pourra it sc fa ire passer pour journalist. Si cede proposition ne convent! it pas. te Chef du 
gouvcmement vous pric de tui fairs unc autre suggestion tendani it engager rapidemcnl ties 
pourparlers directs au sujet du proWeme du pdtrolc. 


No. SO 

REPLY FROM GENERAL ZAHEDl TO THE MESSAGE FROM THE 

SECRETARY OI STATE 

Mr. Eden to Sir R Maktns {Wpshingtonl 

(No. 4450. Secret) f oreign Office. 

(Telegraphic) October 3L 1953. 

General Zahedi has now .sent me a reply, through the Swiss, to my recent message, U 
stutes that the Persian Government wish to renew relations with the United kingdom, but feel 
iba r k would not be opportune to do so until some basis has been found for discussion of the 
oil concession or .it lead there has been some fruitful conLact. They therefore propose that 
we should vend in disguise io Tehran an expert to begin discussions with a view to discovering 
a basis for negotiation. If however this idea is not acceptable. General /uliodi would be glad 
to hear any other suggestions 1 may wish to make. 

2. I do not believe that General Zalredra idea would prove at all satisfactory. We have 
yet to find a mutually satisfactory basis For negotiating on oil* and to adopt Zahedis proposal 
; v ,juM probably prolong indefinitely lhc present interruption in relations without leading to 
any very useful oil negotiations, 1 remain convinced that from all points of view it is prefer¬ 
able lo resume relations as soon as possible 

3 I am considering how wc might help General Zahedi to bring (his about, and perhaps 
Mr. Hoover may be able to give us some ideas when he gets back. Meanwhile, I :m sending 
an interim reply to Zahedi- 

4. Please give the gist of this to Dulles and say that in my view it would be most helpful 
if he could at once ask Henderson to make it clear to the Persian Government llun the United 
Slate* Government support my policy of resuming relations forthwith. U would also be 
helpful if the Americans were to make it clear publicly that this is their attitude. I ant very 
grateful to Hoover for what he lias already said to the Persians on the subject, 

5, At the same time, please ask whether the Slate Department have fmy indication of (he 
reason why Hoover has delayed his departure from Tehran, apparently ai Persian request. 
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PROGRESS OF Mr. HOOVERS MISSION TO PERSIA 

Sir R. Maktn* to Mr. Eden, {Received iVt vtrttbtr 4\ 


(No. 2369} 
(Telegraph tc» 


Washington* 

November i. 1953, 


Flowing is relevant partion of Mr. Dulles’ Press conference today: 

. Question: Mr. Secretr>, an you say anything about the progress of Mr. Hoover's 
mission 10 I cm? 

Mr Du Iks: Ite has had sea; stood talks, lie did .not go over there empowered to 
negotiate. I' was purely cxpkircTory and it ha* been satisfactory in the sense that he now has 
n very intimate understanding of the situation based on talks with the leaders of the Iranian 
Government (Interruption!. I just want to add—I did not quite lin.sh what I was saving 
ah ml Iran- I warned to L.ke note of the fact that white Mr. Hoover has been there these last 
few day: there has been a gratifying evidence of renewed friendliness between the Government 
o. the United Kingdom and the Government of Iran, and we hope very much that will lead 
lo a resumption of diplomatic relations and of friendly re 1 ? lions between the iwo Govern men lx 

Oueslion : Mr - Secretary, do you believe that resumption of those relations should he 
.i condition of the opening of talks nn ihe oil problem? 

Mr Dulles: I would not want to say that it should be a condition. 1 have no doubt the 
fJks would be resumed vviih a bctLer chance nf success if there is a friendly and direct 
intercourse 
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DISCUSSION WITH Mr, HOOVER : MINUTES OF A MEETING 
HELD AT THE FOREIGN OFFICE ON NOVEMBER 4, 1953 

Sir P Dixon welcomed Mr hoover and thanked him lor the way in which he lud 
handled the Persian Government in his recent visit. He said that the Committee had kepi 
ilicir minds open ab.>ui the possibilities of an oil settlement until they had been able lo Iicuf 
sUi.it Mr. Hoover had to saj, On the situation as a whole Her M&jjesly*$ Government 
wanted diplomatic relations to be rfrcstablishril quickly. ?nd were convinced dual this was 
ihe rig hi way to -ct about a solution of the Persian oil problem He was sure Sir William 
Fraser would endorse this view. When diplomatic relations were re-established, direct nego¬ 
tiations could begin. Mr. DuUcs had now expressed a simi'ar view about the importance of 
rc-cstah'ishing relations. He ?sked Mr. Hoover lo give the Committee his appreciation of 
I he present situation in Pcrsia. 

Mr. Hoover said that the thinking of the Persian Government ab mjl a solution of the 
ojI prohlem was thoroughly confused. His instructions had been lo carry on no negotiation* 
and (hi^ had meant that he and the Persian Government had been eble to exchange ideas 
without any commitment on either side. The Persian Government had no coherent thoughts 
about the problem, and they were afraid of public opinion. It would thus be difficult for 
some lima yet to start useful negotiation*. Thane was* however, one reassuring thing. General 
Zahedi had delegated to Mr, EniLzam the Foreign Minister ihc responsibility for oil* Mr, 
F,nte/am was intelligent and courageous and was quickly grasping the main factors of the 
problem: General Zahedi leant more on him t han on any other Minister. Mr. Hoover’s 
impression wa-, this; General Zahedi was a man who preferred soldiering to polities but he was 

- l prr'Oiler Of hiicnvtociowni The relations wiih General Zahedi were strained: 

he had a deeply suspicious nature: he was inconstant touch with members of the opposition. 
Mr Hoover thought ih:it if difficulties arose in negoti utfcms with Lh-e Persians they would arise 
fn>’ii ihe Shah ralher ihan from his Government Mr Henderson had bluntly and repeatedly 
bdd Is*nh ihe Shah and General Zahedi that diplomatic relations with the United Kingdom 
should be immediately resumed so that a start could be made on working out rt so 1 ulion lo 
the oil problem 

Mr. Hoover said that in the past year the Communists on th-e one side and D? Musaddiq’s 
f^ rty on the other had Fxmssed their tactics on one point—the Persians dislike of (he A 1.0 C. 
I'lii.% was ,i bask factor which jihusi nor be overlooked and indictment of Her Majesty’s 
Government hud been linked with indictment of the A l.O.C Mr. Henderson h.sd told ihe 
Persian Government thal they must distinguish between the British Government and (lie 
A I DC This might help towards establishing diplomatic relations but there was no prospect 
for a long lime to come of removing the dislike of rhe A l.O.C. from the public mind Mr. 
Hoover uni i that Dr Muraddeq hsd completely tnis’ed the Persian people about die facts 
of the world oil siluuiion and had persuaded them that the world must come on their knees 
for Persian oil lie had done his hesi lo explain the true fuels ol [he world oil situation and 
General Z,ihedi had admitted that the Persians had beers misled The Persian Government had 
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not yet been able to give attention to bringing public opinion round to a settlement, but Mr. 
HendiTson had ottered them the help of the United States Embassy in this and they had been 
given charts bearing production of oil in Middle East countries in 1945 and (953 and other 
charts which showed the changes in re lining operations and these charts had been passed on 
lo the newspapers. Press reports showed that the general press reaction was that the facts 
they revealed should compel the authorities to Jind a solution to Ihe oil problem 

Mr, Hoover said that he had asked the Persians if there were any principles for a sewle- 
rnent which they could accept and which Her Majesty’s Government could examine. He had 
been given an unsigned document the existence of which should be kepi secret This docu¬ 
ment which he circulated to the Meeting first indicated the A.l.O.C. in the usual way which 
was politically necessary in case it became public in Persia. Several different points of view 
had had lo be reconciled and the confused result showed (lie confusion ;it the minds of the 
Persians. The document proposed that the N.I.O.C. should manage ihc industry with an 
international consortium Un which A,l.O.C. could have a minority interest! buying and 
marketing oil: the consortium should advance capital for the restoration of ihe industry- no 
compensation would he prid by the Persians but the A.I.OX". could make their own arrange¬ 
ments for compensation with the other members of the consortium: the World Bank was to 
act as intermediary in concluding the agreement and to supervise its enforcements: Persia was 
to get as much for her oil as other producing countries got. As it &cood the document could 
not be considered to be the basic for a settlement. Bui Mr. Hoover said that he thought, if 
largely re written* it could serve as a basis for negotiation. 

In a telegram sent subsequently, Mr. Henderson had reported the views of the Persian 
Government as follows; — 

til If the United Kingdom could accept the Persian, document ns a basis for negotiation, 
the way would be clear for negotiations. 

in! A statemaul accepting the principles of this document should be worked out* and 
diplomatic relations resumed simultaneously, 

(iiil The major United Stales and United Kingdom oil companies should negotiate 
amongst themselves to form a consortium and indemnify A l.O.C. 

(iv'j The International Bank should act as a screen between the N.l.O.C. and the 
consortium. 

Sir P, Dixon said that (he immediate proposals of the Per Tans scented to amount to 
an unofficial alter to resume diplomatic relations when the main principles of an oil settlement 
were agreed But we wanted to restore diplomatic relations before there was any discussion 
of an oil settlement. 

Mr. Hoover thought that il might be sufficient to make a statement of simple prin¬ 
ciples, covering in a very general and non-commftlal way the points in the Persian document 
and leaving alT ihe main i^ues for later negotiation ; it could be on Hie lines of the statement 
made in March 1953 by ihe Foreign Secretary and the United States Secretary of State. 

In discussion it was said (hat the United Kingdom must not. in Liking the first step, 
ioMi sight of our ultimate objective. We wanted to restore relations and then try to secure 
the return of rhe A. l.O.C to Persia. We would Jind ourselves in an ambiguous posit ion later 
on if we usod a formula which the Persians thought wax intended to cover the proposals, iti 
their llogufftcnt. and we then had to say that the formula meant something else, We should 
at least wish to nuke ii plain that any statement we made did not iinp'y that we accepted 
or even look official notice of the dOCtunciiL 

Sir William Fraser said th.il the l.O.C would be glad to discuss with Mr Hoover 
any detailed matters in connection with a settlement. There was noshing new about 
the indictment of the A.l.O.C. in the Persian Government\ document. These charges had 
been made before and had never been substantiated. Major principles were at stake and we 
ought to be very careful in anything we said to the Persians at ibis stage when wc were 
trying to re-establish diplomatic relations. The position of the A I 0-0 and of other com¬ 
panies in Ihc whole of the Middle East would be affected if AJO.C. were excluded From 
Persia and if Persia's claim. th; l she should not pay compensation, were accepted. He hoped 
that, without any commitment on the nature of an oil settlement, diplomatic relations could 
be resumed So that the whole .situation could he discussed between Her Majesty’s Government 
arid (he Persian Government. Before there were my talks* except on ihe basis of the A.l.O.C. 
going back, the A l.O.C. and their shareholders would want to have complete first-hand 
in forma I ion Oft the situation in PeiTitg, Mr. Hoover stM he fully appreciated the views 
of the A. 1-O.C. But the Persians al present considered, as their first principle,, that the 
A l.O.C. should not control the oil industry, though they might have a minority interest in 
ihc consortium proposed in their document. It was very doubtful whether they could be 
persuaded to abandon this principle, and this was one of (he facts of the situation wiih which 
wc had to deal 

In reply to questions about the Persian proposals Mr Hoover made the following 
points: — 

(ill The Persian Government were not giving further thought to the February proposals. 
He had told them thftf Ihc world oil situation had changed since then and that in 
any event these proposal* had been framed to meet Dr. Musaddiqs peculiar 
approach lo (he oil problem mid not to accord with the world oil situation 

M* 
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ib\ The Persian Government might curnc to accept foreign management of the oil 
industry, to which there was no reference in their document. Tnis would certainly 
be a major issue in negotiations, Nationalisation was a slogan m Persu but die 
Persian public would accept whiit nice were toJo was in accord djrcc with the 
natsonajisailiiLin law. Within the loose Jriiinework of that law there could be many 
kinds of arrangements for management and the A.J.OlC. could technically own 
the industry, with a group of foreign companies operating it. 
tel It was difficult to judge whether the Persian proposal that any compensation to be 
paid to the A.I.O.C, should be paid by the consortium od purchasing companies 
and dial the Persians should be paid as much for their oil as other oil-producing 
eoirntries should be Liken seriously. Mr. Hoover was not suggesting thul Her 
Majesty's Government should change their policy on compensation but the 
quest ton would have to be looked at in the conical of any operating agreement 
that might be proposed: the extent of participation by the A.I.O.C. and the period 
of the agreement would be relevant factors. Though tile Persian Government 
had said they would not accept a fifty-fifty profit-sharing agreement they might 
accept what would amount to the same sum. expressed as a number of cents per 
barrel ; they were at least not now asking to be paid more than (heir neighbours. 
The Committee thought ih:it the problem would be to devise a formula which 
could N used to persuade the Persians that they were well treated* and their 
neighbours that nationalisation tad nol brought Persia higher revenue from oil. 
Uh The Persians proposed in their document that the consortium of companies should 
advance the capital required to restore and operate the industry. Sir William 
Fraser said dial (his proposal and die refusal to accept a fifty-fifty profit-sharing 
agreement would keep the reputable oil companies out of a consortium. Reput¬ 
able companies would not advance capital without security and abandonment of 
the fifty-fifty principle would prejudice their interests elsewhere. Would ihc 
Persians snake an arrangement for a period which would justify the sinking of 
capital? Mr. Hoover said the Persians thought that the oil companies would be 
anxious to play ihc part proposed for them, but he had explained that the com- 
panics would be found to be relucianL to advance capital when ihc Persians came 
|o negotiate with them. 

There had been no discussion with the Persian Government about (he particular 
companies, whether American or British, w-hieh might take pcier in the consortium. 
Mr. Hoover said that the Persians had thought that Her Majesty'* Government would 
require agreement on principles of a scttlemem to accompany resumption of relations. They 
hail pul forward their document before he had been able to suggest that the first step was to 
restore diplomatic relations and that Her Majesty's Government would doubtless then be 
willing to discuss an oil settlement when the Persians were ready. He cou’d not say whether 
the Persians would in fact be willing to postpone oil talks. 

Discussion showed (hat it would be acceptable to Her Majesty’s Government and to the 
A I.O,C- to put oil oil lalks, after diplomatic relations were resumed* until the Persians were 
ready for them The aim should be to restore diplomatic relations by means oF a suitable 
expression of sod will without commuting the Persians to bargain or Her Majesty's Govern¬ 
ment to anything which would prejudice negotiations, and then seek by direct approach with 
the Persian Government Eo prepare them fur a satisfactory settlement, allowing time for the 
education of ihc Persian people. 

Mr Hoover said it would certain]) be advantageous for Her Majesty’s Government to be 
* hk in approach the Persian Government direct. The Swiss Minister was an unsatisfactory 
intermediary, ll was, diflieulL to how much time would be needed to educate I he 

Persians or how far nmc was on the side of Her Majesty’s Government, A start had been 
made by the publication of the charts to which he had referred and the Persian press hud said 
that the frets (hey showed would compel ihe authorities to find a solution to the oil problem. 
The present allocation of American aid would end on 31 st March. 1954* and as that time 
approached the Persians would become anxi-ouv to get an oil settlement. The period before 
the aid ended would be the time to drive a bargain* but the selllcnacnt niusi be permaneni. 

It would be dangerous to make an interim settlement, but if a permanent settlement had not 
been nude when American aid had slopped it would be best to keep the Persians going from 
month to month 
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COMMUNIQUE ISSUED BY THE PERSIAN MINISTER FOR 
FOREIGN AFFAIRS ON OCTOBER 31 

{ComnutmcaitJ to the foreign Office by ihc Swiss Minister on November /(f) 

As you have no doubt noticed, the speech which Mr. Eden the British Foreign Secretary 
made on October 20 in the House or Commons, contained a passage referring to Iran in term's 
of sincere friendship. The fact that Mr, Eden particularly requested the Swiss Minister lo 
present the text of this speech personally to the Prime Minister indicates, in my opinion, that 
Mr. Eden desires to confirm the importance to be given to the tone of his speech* 

2. The statements and sentiments expressed by Mr. Eden give us cause for appreciation 
and pleasure. In view of the fact that the existing dispute is between the Iranian Government 
and the former oil company, the Government wishes If) Assume that there is no insuperable 
estrangement between the two peoples and their Governments, 

3. Meanwhile you arc of course aware that Mr* Eden had previously stated that the 
British should reconsider their policy towards Iran. The Iranian Gov eminent hope that 
Mr. Eden's recent statement is a sign of a new policy and a preamble to a new chapter in 
friendly relations between the two countries. 

4* As the Prime Minister has already stated the only expectation of the Iranian Govern¬ 
ment is ihat in the settlement of the oil dispute the relevant taws of Iran shall be respected and 
that the principles of Iran’s prestige and national honour, ,'md those of justice and equity 
should be observed, 

5. It is presumed that as soon as the preliminary conditions have been met, there will 
be no difficulty in re-establishing diplomatic relations between the two countries and wc hope 
that these relations will be based on reciprocal respect and sincere cooperation. 
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MESSAGE FROM Mr. HOOVER TO THE UNITED STATES 
AMBASSADOR IN TEHRAN 

foreign Office fo Sir R. Mo kins ( Washington) 

{No, 3834. Saving Confident ini) For dpt Office^ 

(Telegraphic) November W t 195J * 

My telegram No. 4bJ9 {of November 7). 

As, a result of our discussions with Hoover on resumption of diplomatic relations* he 
undertook to telegraph to United States Ambassador in Tehran on the lulliiwing lines 

(uj Hoover had thought it betici not to leave with me the Persian do* uincni setting out 
their preliminary views on the principles of an oil settlement (paragraph 3 {/>) of 
my telegram under reference). 1 had said that I was very glad to hear that (he 
Persians liad taken the initiative but i lie re was much in the Persian memorandum 
which it would not he possible to accept. Jl seemed to me that discussion of this 
complicated problem was bound to take much time and the establish men 1 ol" 
mutually acceptable principles, a.', a prelimluary to discussions on details, was 
frequently the most difficult part of any negotiation. I was however sure that 
with goodwill a satisfactory solution could be found but direct contact was necessary 
to achieve this. 

(h) We were now proposing tp make a further com in anient ion to the Persian Government 
repealing our belief that diplomatic relations should be resumed without delay, and 
slating in very general terms our hope that, when the Persians wished to begin oil 
negotiations, it should he possible to reach a settlement on the basis of justice and 
equity, Hoover agreed with our policy of trying to get diplomatic relatiom first, 

2 Officials then discussed the form which an oil settlement might lake. The following 
points were dealt w ith 

(a) The altitude of Her Majesty’s Government was that ihe question of compensation 
could be put aside only if settlement were made direct between the Persian? and 
A.I.O.C* This was essential also from the point of view or the prestige of British 
Companies in other parts of the Middle East, and of the security of foreign com¬ 
panies of all kinds in those countries. Hoover on the other hand gave it as his 
firm opinion (hat the Persians would not negotiate with Anglo-Iranian, and that 
they would not he willing to make an agreement with the Company only. (See 
also paragraph 6 below*) 
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IM Hoover's suggestion. \o overcome this, ms that a consortium should be formed of 
British, American and perhaps other oil companies, the members of which would 
buy a proportion of A.I.O.C, $ rights in Persia. He did not think that the Persians 
'*ould accept more than 2? per cent, participation by A.I.O.C., or more than a total 
of 50 per rent, participation by British Companies. He &siid that it would he 
desirable to limit the American membership to the major American Companies 
wilh interests in the Middle East, l or internal United States* reasons, however, 
and particularly because of the Anti-Trust Laws, he thought it would be necessary 
tor the arrangement to be open to other American domestic Companies to join if 
ihey wished and could utTord to do so, 

i,. > Mmw^enjvm Hoover's view was that the Persians could eventually be brought to 
accept the necessity for foreign management of the industry, i>., management by 
tliL' consortium ; there would be no difficulty, he thought, in reconciling such art 
arrangement with the Persian Nine-pomi Nationalisation Law. 

Ul\ fwrmitiomi Bank . It was agreed that, on the hypothesis that Hoover was right in 
excluding the possibility that A.I.O.C. could return alone, there might be many 
advantages in participation by the International Bank in the settlement. Hoover's 
idea was that the Dank might make two parallel contracts fi) with the Persians, and 
( ii i with the consortium. The contract with the Persians would enable the Bank to 
operate ilie industry or to mange for its operation by an agent, The contract 
with the consortium would appoint the Inner as the Dunk's agent to operate the 
industry and market the oil We did not discuss Ulis in detail with Hoover, 

3, It was agreed that, at first sight, participation by the Bank might have the following 
advantages 

ri) the Bank would be in a position to ensure that re venue from oil went SO the Persian 
Exchequer rather than into the pockets of individual members of N.l.Q.C. 

till It would perhaps be more difficult tor a future Persian Government to break a contract 
with the ItiiteTmuiona] Dank than one with a purely commercial organisation. 

(iii) While the agreement could not be in any pari secret, it would be easier for the Persist) 
Government to celt an International Bank solution to die Persian public. 

Ov) The companies participating in a. consortium would he more willing to come in 
because of the security offered hy the presence of the Bank. 

U'} 'i might make it easier to arrange compensation for A.J.O.C. 

(vt) It might make possible a higher British participation than would otherwise be the 
case f Hoover doubted this). 

(vii) The Persians might allow the Bank greater operating control within the framework 
cl the j^poiint Law than they fell they could allow to any foreign consortium. 

fviiit I he Persians would fed that the International Bank would see Ehar play and audit 
receipts ; and the Bank representative in Tehran, who should he a man of the 
highest calibre, could act as an unofficial arbitrator between the Persians and the 
consortium. 

lixl It might help us with other Middle fast oil countries. Wc do not want them to think 
that they can. at will, expel one foreign company and replace it with a consortium 
ni their own chousing. They mighi not lie so keen on bringing in the Inter national 
Bank ; but il the pressure of nationalisation became irresistible in those countries, 
it might be preferable that the Internationa] Bank should be brought in than that 
all the foreigners should be expelled. 

[xj Participation by the Bank in tin? oil settlement might lead to oilier Hank activities in 
Persia, mid loans to Persia lor capital development ; this, since Persia's economic 
Welfare is ol high importance, Would be greatly desirable. 

(xi) It would be much easier lor an International Bank Delegation (which would include 
representatives of the oil industry) to negotiate in Tehran, than for any delegation 
of foreign companies. 

txii) The Bank might lend the money for rehabilitation. 

4. It was recognised that there might also be disadvantages to 1m cm alio rial Bank 
participation, a question which w ould need to be gone into carefully. It was agreed, however, 

1 hat Hoover, on his return to Washington, should explore with the International Bank the 
possibility oJ their participation, on the clear understanding that such discussions must be 
absolutely secret and without any commitment, lie said that the Persians bad atee asked him 
to do tins. He also made it clear that be would continue to explore the possibility of a 
consortium. 

5. Marketing t Hoover said he had told the Persians that if they worked with (lie major 
oil companies they might sell 30 to 40 million tons of oil a year, They had the choice of doing 
this or of trying io market on their own* in which case they" would never sell more than 3 or 4 
million turn per annum lie said he did riot think (he Persians were interested in marketing 
oil outside Persia, and lhai General Zahedi had refused to sanction deals with private American, 
Italian and lapanosc merchants The Persian altitude was that there was a market for Middle 
Em* ait of approximately 12D million tons a year, and that they were entitled to a quarter share 
of this (the othci quarters being sold hy Saudi Arabia, Kuwait and Iraq, who at present were 
Supplying the whole market). 


105 


ft, Representatives of the A agio-Iranian Oil Company were present at the first and last 
meetings with Hoover. At the first meeting, their Chairman stood fiimly on the principle 
that A.LO.C. had a right to their business in Persia, and that any settlement must be between 
A.LO.C, and the Persians, who must recognise A. 1.0TVs rights in full. Only if A.I.O.C. 
could satisfy themselves, on the basis of direct observation hy British representatives, that the 
Persians would not make a settlement wish, them alone, would they be willing to consider a 
consortium : and in that event they won Ed expect to issue the invitations. Hoover subsequently 
had private discussions with rite Company, from which it is hoped he may have gained the 
impression (hut they arc not really so inflexible as (heir opening position would suggest. Indeed* 
Sir William Fraser suggested to him that in many respects the Persians might find A.I.O.C. less 
rigid than a consortium of major oil companies, 

7. At a final meeting on the afternoon of November S. Hoover stated [hat* ideally, both 
the United Slates Government and Lhe United States oil industry would like to see a return of 
Anglo-Iranian to Persia ; but he did noL consider this possible. He ihouglst it important, 
however, that the British should have an opportunity to assess the situation themselves, i-C.. by 
observation on the spot after re-establtsbmem of relations. 

W. it was agreed that the attempt to re-establish diplomatic relations without prior 
commitment on oil should be pursued ; that any other discussion^ which Hoover might have 
should be without commitment ; and that they should be so designed as not to prejudice a 
resumption o( relations. Hoover said, however, that he thought that his fact-finding mission 
was now completed and he wished to be free to move about to London or Tehran without 
attracting com men l either from Her Majesty'* Government or from the Press, 
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AIDE-MEMOIRE COMMUNICATED BY UNITED STATES EMBASSY 

ON NOVEMBER 12, 1953 

Summary of Statements by the Persian Foreign Minister 

(Confidential) 

The following represents a summary by Ambassador Henderson of statements made to 
him by the Foreign Minister of Persia, Mr, Entezam, during their conversion at noon on 
November If; Mr. Entezam asked for (his summary and both he and General Zaiicdi have 
approved it a* an accurate reflection os'what might he the necessary move toward the resumption 
of diplomatic relations, 

** Mr. Entezam had been giving much coma deration io the question uf resuming diplomatic 
relations and had had severe! talks wuh His Imperial Majesty and with the Prime Minister, 
General Zahedi, during the last two days on this mailer. All were agreed upon the desirability 
of an curly resumption of relations but the problem was to find u means of bringing this about 
without alienating large sections of the Iranian public. In the absence of some indication of 
an advance toward a settlement of the oil dispute the public would certainly interpret the 
resumption of relations as u capitulation by Persia to Western pressure. For this reason, the 
Government decided several weeks ago that an agreement on the principles of an oil settlement 
should precede or accompany the resumption of relations and had issued & public statement 
to that effect/' 

' ■ It would Lxr extremely difficult for the Government cf Iran to announce the resumption or 
relations, especially following the issuance of such a statement, without being able to show u\ 
least some progress toward a settlement of the oil question. Mr, Entezam was therefore 
wondering what Mr. Eden might think of sending an emissary who had ihc confidence of 
Hei Majesty’s Government to Tehran at once for the purpose of discussing this matter with 
General Zalscds and Mr. Fme/am in art informal and frank manner. Given a friendly atmos¬ 
phere as well as a willingness on each side to understand the other's problem, it might prove 
possible during ihc course of such discussions to find a way u> resume relations without 
resultant crlbanassmcnt to cither Govern men I. 

“Mr. Entezam believed thm until such time as an agreement had been reached and a joint 
communique prepared, it might be preferable for the despatch of this emissary and the ensuing 
discussions to be treated as secret. If, however, there should he a leak it could She explained 
that the emissary had been sent at the Persian Government’s suggestion for the purpose of 
exchanging views regarding the resumption of diplomatic relations between Persia and the 
United Kingdom, If Mr. Eden should think well of this suggestion, the emissary could be 
sent immediately without further formalities. On the other hand, if Mr, Eden should prefer, 
a more formal suggestion along these lines could first be submitted by the Persian Government 
through the Minister of Switzerland. 1 ’* 
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RESUMPTION OF DIPLOMATIC RELATIONS 

Aide-memoire {Comntunktiieti to Swiss Legation on November 14\ 

Foreign Office* 

(Confidential) November 14> 1953+ 

Her Majesty's Principal Secretary of State for Foreign Adairs wilt be grateful if the 
following message from him could be transmitted to the Persian Prime Minister :— 

“Thank you for the message J received through the Swiss Government on the 30lh of 
October; about the resumption of diplomatic relations. J am very glad to know that you share 
my wish [hat this should be done as soon as possible. Obviously our countries should be in 
normal and direct touch. The problem of oil is complex and wilt require study and lime to 
resolve, and J fed that for US lo be in direct touch will help us both. I do not think that any 
useful contacts can be made except by way of properly accredited representatives, 

"* l realise, however, that the resumption of diplomatic relations presents difficulties at (ills 
time to your Government, and I am considering, in the light of your Foreign Minister's 
comments as reported by Ambassador Henderson, whether there is anything further I can do to 
assist you in this respect*^ 


No. £7 

RESUMPTION OF DIPLOMATIC RELATIONS : PERSIAN PROPOSALS 

Sir G. Jebb to Mr. Eden. [Received November 16} 

(No. lim. Confidential) New York, 

(Telegraphic) November 16, 1953 * 

From Minister of State. 

Entesam asked to see me yesterday. He said he had been instructed to represent in 
Washington and to me that Persian Government were unwilling to agree to our proposal for 
resumption of diplomatic relations before starting oil negotiations. He said he thought it 
probable that his Government felt they could not announce resumption of relations while 
Musaddiq’s trial was taking place. 

2- i pointed out dangers to Persian Government of delaying opening of negotiations and 
difficulties of negotiating except by direct coni set in Tehran. Erueza m agreed hut wondered 
whether it would not be possible to agree on some principles as a basis for negotiations which 
could be announced simultaneously with resumption of relations. 

. 1 . In reply to my enquiry Ente&am said he supposed Musaddiq's (rial could not last 
much mure than another week. I said that if ihm were so E hoped that immediately it was 
concluded the Persian Government would grasp the nettle and agree to the resumption of 
relations. fhey could always say that it was for mutual convenience to facilitate further 
negotiations on the oil question. 

4. 1 said that 1 would report what he had told me lo you. 1 Ic said he expected in make 
hU representation in Washington on November 16 or 17. Full record of conversation by bag. 

5. 3 ^huls he gbJ to know what yen would like me to say to Entcoim. Should I tell him 
anything of our reactions to what Hoover told us after his visit to Tehran? 
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RESUMPTION OF DIPLOMATIC RELATIONS : AIDE-MEMOIRE 
(COMMUNIC ATED ON NOVEMBER 16, 1953, BY UNITED STATES 
EMBASSY) 

(Confidential) 

On the T5lh November, Ambassador Henderson told the Persian Minister foi Foreign 
Affairs, Mr. Entc/um, that he had received word from London indicating that the British did! 
not think it would serve any useful purpose to try to solve such matters as were outstanding 
between the United Kingdom and Persia except through properly accredited representalives, 
Mr. Henderson added that his understanding; based on the word he had received, was that the 
British were studying the comments which Mr. Entezun had made to him with n view to 
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ascertaining whether there was anything that Her MajestyN Government could appropriately 
do to make it easier for the imperial Government of Persia to resume rclationH immediately, 
and that the Minister of Switzerland would probably deliver a message from the British Govern¬ 
ment along these lines in the next day or so. Mr. EnlezOin com men ted that he was sorry the 
suggestion which he had made had not appealed to the British but that he would at on« inform 
the Shah and the Prime Minister. General Zaliedi, and would confer with Mr, Hendeison again 
after he had received the British message through the Swiss. 

On November 16 the Swiss Minister went to sec Ambassador Henderson and staled that 
he had been instructed to deliver a message to the Persians from the British and that pans 
ot this, message referred to certain comments which had been made to Mr. Henderson by 
Mr, Entczam. In reply to the Swiss MmistcA request lor information on this point, Mr. 
Henderson in utmost confidence showed him the summary of Mr. fimezam's renuifks which had 
been forwarded hy Mr, Henderson in hs> Message K, The Swiss Minister was going lo try 
to sec Mr. Bnlezam the same day. 
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DISCUSSIONS BETWEEN Mr* HOOVER AND THE 
INTERNATIONAL BANK 

Sir R. Makins to Mr. Eden, {Received November 18) 

(No + 2530, Confidential) Washington, 

(Telegraphic) November 17, 1953. 

Your telegram No, 47:84. 

A member of my staff saw Hoover again this morning, and asked how his- discuistonv with 
the International Bank were going. Hoover said that he had begun by making it clear that 
he was not at (Ins stage consulting the Bank officially, since this would bring in all the National 
Executive directors. He was accordingly having informal talks with Black, Garner and 
Prudhommc Their initial reaction to his proposals was favourable, and indeed he thought 
they were privately enthusiastic about the project. 

2. An important consideration, w hich his discussions vs ith the Bank had brought to light, 
was the necessity of ensuring that ihe whole of the revenues accruing to Persia under an agree- 
ment reached with or through the Rank, should in fact be paid into tile National Treasury. 
He thought the Bank would refuse (o deal with the National Iranian Oil Company, particularly 
tit view of the serious allegations of corruption which had been made against, it. 

3. Hoover thought it was entirely reasonable that you should wish to have direct contact 
With the Bank on this subject. I have arranged lo meet Black myself at the beginning of next 
week, 

4. Hoover asked that you should be informed that he has no plans at present for a second 
visit to cither Tehran or London, but that he can always leave hi short notice if there is a useful 
part for him to play. One idea in hss mind is tluu some advantage might be taken of Nixon s 
visit to Tehran, w hich is due on or about December 9. If tins seemed feasible, Hoover ceuld 
arrange to be there at the same time and to brief (he Vice-President. 

5. Hoover again spoke with ccndderable sympathy of the position of the ATO.C. 
He said that in his view it was most desirable that the American companies should have direct 
contact with the A.LO.C., and in particular with Sir William Fraser, and that he had advised 
them to initiate discussion* on a purely industrial level. He thoughi that if they adopted 
this suggestion they would entrust the presentation of their views to Gulf, in view of the Intier's 
existing relationship with the A.I.O.C 
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PERSIA : QUARTERLY POLITICAL REPORT 
Political Events in Persia—July to September 1953 

(Confidential I 

Dr, Mussiddiq, whose high-handed and unconstitutional behaviour had steadily been 
losing him popular support, came lo rely more and more Oil the Tudeh (Communist) Party. 
With their help he attacked the remaining vestiges of constitutional government. The Shah 
still stood in his way, however, and ii appeared that his unsuccessful attempt to dismiss Dr. 
Musaddiq hud precipitated the advent of a Communist regime and his ow n abdication. Bui 
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a surprising outburst of popular emotion then swept away Dr, Muaddiq himself* and the 
Shah regained* in one da),, a degree of influence which he had hardly enjoyed even before the 
assassination of Genual Ra/mara in 1:951, Hie new Government of Genera] Zuhedi succeeded 
tri restoring order, hut many of Persia's most vital problems still await a solution. 

Events Leading tv the Change of Regime 

1 . At the end of June Dr. Mu.saddiq had scored u notable success by ousting Kasham 
from the presidency of the Majlis and substituting his own nominee. The Opposition, however, 
did not accept defeat and, no doubt encouraged by General Eisenhower's public withdrawal 
of support from Dr. Musaddiq, labled interpellations against the Government for she 1 -4th of 
July, Dr. Miuaddiq refused lo attend the Majlis to answer and began privately to threaten 
a referendum, by which the Persian people should be asked to ebeose between himself and the 
Majlis,, Using this threat, ho persuaded the greater number of the Deputies to resign, so 
Shat the Majlis COtild no longer meet for want of a quorum. 

3. The extent of Musaddiq's dependence on the Tudeh was shown on July 21. when 
there was a large demonstration to commcmoi ate die riots which ended the short lived premier¬ 
ship ofQavam in 19*52 i Lhc bulk of (he demonstrators were 1 li deb-inspired and the Government 
participation was insignificant, 

4. Having reduced the Majlis to impotence, Musaddiq on July 27 called fora nation-wide 
referendum to decide whether it should be dissolved. To objections that the constitution 
provided for no such referendum, he replied that “no law can override the people's will ", 
The referendum was completed by August ft). No trickery or intimidation was spared lo 
produce the deiored result, and in ihi.s the Government had the complete and efficient co¬ 
operation of ihe TuJeh. The result showed 2 million votes in favour of dissolution to just 
over 1,000 against. Or August 14 Musaddiq called on the Shah to dissolve the Majlis. 

5. Surprisingly, the wilt of the Opposition was not by any means cowed. On July 27 
they had taken sanctuary in the Majlis, whence, on August 9, they sent a telegram of protest 
to the United Nations, 

The Events of August !5 to 19 

6. Tor some time the newspapers controlled by the Tudeh had been warning the Govern¬ 
ment of an impending military coup, with which they had connected the visits to Tehran of 
Princess Ashraf at the end of July anti of the American General Schwarzkopf (whose audfrn.ee 
with the Shah had also been violently attacked by the press organ of the Minister for Foreign 
AlTu.ir’:.]. Of6 August 15 these newspapers slated that the coup had been due to take place the 
prc\ ioits night but had been postponed for 24 hours. That evening the Imperial Guard 
arrested several of Musaddiqs Ministers and delivered to him whai purpwld to lie a copy of 
a decree from the Shah dismissing Dr. M usaddiq and appointing General Zahcdi in his place. 
Musaddsq had, however, been forwamed of this plan, which miscarried, principally because 
the conspirators failed to seize the General Staff headquarters. On hearing this, the Shah at 
once Hew to Bagdad, later alleging that he had done so to avoid bloodshed. 

7. Musaddiq's first act was to issue a proclamation under his own authority dissolving 
the Majlfr, 1 trier in the day mass meetings were organised to protest against the Shah's 
conduct l and Communist spokesmen and Government-controlled newspapers vied in hurling 
insults at him and at lhc dynasty. The Tudeh were now openly campaigning for a referendum 
lo end the monarchy. 

K. Musaddiq, i:t appeared, still hesitated lo put himself entirely in their hands, although 
he wasi in constant communication with them. By August IS, the police had orders to break 
up Tudeh deraottstraiions and there was no Longer the co-operation between Musaddicj and the 
Communists which had been so successful in ihe demons! rations of July 21, and in the 
organisation of the referendum flic general public seemed alarmed and disgusted by the 
anti-Shah campaign ; lhc army whose loyalty to Musaddiq had always been doubtful, were 
o[Tended by a circular instruction to omit the Shah's name from army prayers ; and the 
Opposition press, which somehow managed to continue publication, revealed that General 
Zahedi had not abandoned his hope of establishing a new Government and published facsimiles 
of the Shah's decree appointing him Prime Minister, 

9, Hi us when, on the morning of August 19, Royalist demonstrations started in die 
Bazaar* the lwo forces which might have suppressed them the Communis!* and [he army 
were not fully supporting Musaddiq. lhc demonstrations spread lo the north of the town ; 
the Royalists succeeded in capturing the radio station, which enabled ihcin lo give the impression 
hi the country hi large that they were in control ; and by nrehtfult Musaddiq and his Ministers 
were in hiding and General Zahedi had taken over control. The large provincial centres 
quickly followed the lead of Tehran, although Musaddiq’s supporters hrcLd out longei in Isfahan 
thin elsewhere 1 . The Shah, who was by tills time in Rome, was soon on his way hack to 
Persia, where he arrived on August 27, 

TV \ehpments \Jier (he Change of Re vitae 

10. The new Government’s find task was to re-establish and strengthen internal security. 
Per some days there appeared a danger that the Tudeh would not accept defeat and would 
attempt a counicr-rcw. The Government acted against them with great cnetgy, seizing Targe 
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quantities of subversive literature, some arms, ammunition, duplicating equipment and so 
fotih, and making many arcesis -bui with incomplete efficiency, so that many cf the key 
leaders of the party slipped through their hands. But at least the Government can reasonably 
claim lo have largely sc pa raced the party from the masses, by suppressing its overt newspapers 
and cover organisations (such as the Partisans of Peace, and the Democratic Youth Movement}. 
The parly has had to go utiderground, where, however, its organisation, still largely intact, is 
engaged on a vigorous campaign for a l billed Front with Olhcr elements opposed to the present 
regime. 

11. The size and influence of ihcse dements should not be underestimated Not in 
vain had Dr. Mu&addiq for two years posed as the champion of Persian nationalism : nor had 
his regime failed to a cate. like other arbitrary Govet nmonts, a tested interest in its owti survival. 
In particular, the sirong Qasliqai iribc in the south of Persia, whose Khans Imd always opposed 
the Shah, had under Musaddiq been freer than before from goveromctrial and particularly 
from military interference. Several of the Khans escaped seizure by (he Government and 
retreated lo their mountain fastness, where the Government was soon faced with a minor 
rebellion. This* however, it succeeded in limiting ; and by the end of the quarter the Qashqais 
were no longer a serious threat to security. Another dement of potential opposition was 
constituted by those Nationalist leaders who, during Musaddiq's supremacy, had quarrelled 
wi|3i his autocratic methods. The a roll rabble-rouser Kashani did not resume political activity, 
and is perhaps saving himself lor a come-back later. Ocher leaders such as fraqai and Makki 
gave only conditional support to the new Government and later began lo move in in nnen 
opposition. 

12. Musaddiq had also derived support from middle-class groups who saw his regime 
its the only alternative to the continuance in power of the corrupt and semi-feudal eEaS-s which 
had largely governed Persia since the abdication of Riza Shah. To these groups she rew- 
Govcrnnieni had apparently [idle to offer. The Cabinet, hastily formed directly after l hc change 
of regime, consisted largely of the traditional class of politician who had been in and out of 
office for years, and although General Zahedi had begun with sweeping but vague promises of 
social reform, few specific measures to this end were announced, still less put in hand, 

13. Another ihrcat lo the new Government’s stability came from Lis delay in dealing with 
Dr. M u sudd i q and his Ministers, all of whom, except the Minister for Foreign Allans, Husain 
I-'atiini, were arrested in the first few days after the change. 11 was some weeks before even the 
preliminary investigation, necessary before formal charges could be made, started : anti by 
the end of the quarter lhc trial, which was lo be before n military court, had not begun, This 
hesitation in dealing with Dr, Musaddiq naturally gave heart to hts supporters. 

14. Another grave weakness was the inn casing reports of dissension between the Shah 
and his Prime Minister over the control of the army. Before Dr. Musaddiq deprived lhc Shall 
of his last poweis over the armed forces, the Shah had the recognised right of appointing lhc 
Minister of War and Chief of General SmlT : but he now claimed to be in fact as well as in 
name coniniiinder-iEi-chief, and appeared to resent any " interference*' by Gencial Zalicdi with 
the armed forces* going so far as to say that the Prime Minister had nothing to do with them 

Economic 

15. lhc new Government lost no time in telling the world in what a sorry plight two 
years of Musaddiq’s rule had left the country’s finances. The Shah broadcast u general appeal 
for help and the Minister of Finance gave figures for total Government indebtedness* which 
rather misleadingly included the total of Government dehis to the Centra] Bank which had 
been accumulating for many years. On September 26 General Zahedi addressed to President 
Eisenhower a formal appeal for help, which (he President promptly answered with a grant of 

A$ million. Some of tins was paid fiver almost immediately lo the Persian authorities, who 
were then faced w ith the problem of how to convert it into fiats to meet their budget deficit* 
They could only do so initially by selling the foirign exchange for rials, to merchants who wished 
to impoi t foreign goods ; hut the existing import licensing policy, cxcEuding nil non-essential 
goods, did not permit of a sudden large expansion in Persian imports. Further. the merchants, 
expecting that the new abundance of foreign exchange would move the exchange rate in favour 
Of i lie rial, were holding ofT. Later a scheme was worked out w hereby the Bank Mclli made a 
rial loan lo the Government covered by dollars from the United States allocation, which would 
pasi into the possession of the Bank Mclli should the Government fail to redeem the loan. 


Foreign Affairs 

Front Jufy ! to August J9 

16, July saw a radical alteration in United Suites policy towards the Government of 
Dr. MusJiddiq, Some time previously Dr. Muwiddiq had asked President Eisenhower for 
extensive American financial help. The President replied that the United Slates Government 
could not consider giving I his help so long as ihe Persian Government refused to settle the oil 
dispute on reasonable terms and thus to take advantage of their own abundant resources. 
Until ihat happened American public and Parliamentary opinion would not understand any 
action by the Administration to give large-scale help to Persia. This letter was eventually 
published on July 12, much against Dr. Musaddiq's will, and had an instantaneous and 
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unfavourable effect on his standing in Tehran. This was followed up on July 29 with a state¬ 
ment by Mr. Dulles, expressing alarm at the latitude allowed by Dr. Musaddtq to the L om- 
munist* in iPcrsta and by a similar statement by the President, on August 3, pointing to the 
collaboration given to Dr, Musaddtq by the Communist Party in the organisation of the 
referendum. 

17. While the United State Government were thus publicly cooling off towards Musaddiq. 
the Soviet Government were warming up. Towards the end of June it became known that 
M. Molotov had offered to negotiate with the Persian Government on frontier differences 
between the two countries. It appeared that in their reply the Persian Government, while 
welcoming this initiative, had expressed their strong preference for ncgoiiationii which should 
cover the whole fan®: of djiTerenees between the two countries : the outstanding Soviet 
liabilities towards Persia in respect of funds supplied to Soviet forces during the war. the 
obsolete clauses of the 1921 Treaty and other matters. Perhaps the Eisenhower letter finally 
decided she Soviet Government to take ihe plunge : at any rate the Soviet Government then 
dropped I heir insistence on limiting rite discussions to frontier questions and on August 10— 
two days after M, Malenkov hjd\imde a friendly reference to Persia in his speech - it was 
announced that trie Soviet and Persian Governments had agreed to- set-up a commission to 
discuss the whole range of differences between the two countries. Tile Soviet Delegation lof 
these discussions arrived in Tehran on August 13, Meanwhile ML Sadchikm. loi some years 
Soviet Ambassador in Tehran, had left amid demonstrations of friendship by the Persian 
Government, and had been succeeded by M. Lavrentiev, formerly Soviet representative in 
Roumania and in Yugoslavia, where he had beer ai the time of Marshal Elio's dejection. 

After Aug tut 19 

IS. The new Government were naturally preoccupied in re-establishing law and ordet at 
home and with other internal problems and hud little time to spare for foreign affairs. Never* 
thelcss it was clear that General Zahcdi was concerned to repair the damage done by Dr. 
Musuddiq to Persia's relations with the «.st of the world. One ol his first acts was to visit 
the Ministry ot f oreign Affairs and address the officials There on his desire that Persia should 
maintain friendly relations with all other countries. The Acting Minister for Foreign Affairs 
also invited the foreign representatives in Tehran to stimulate the despatch of congratulatory 
messages to tile Shah from their respective Heads of State. The biggest feather ire General 
Zahcdi h s cap was of course an open message of congratulation from President Eisenhower 
which was published shortly after the change of regime. 

IV, General Zaficdi had naturally to be cautious in his approach lo AngJo-Persian 
relations. In a broadcast only a few days sifter the change, the Shah had said it would not be 
his Government's policy to resume diplomatic relations with Rriiain at present and that they 
stood by the nationalisation policy of Dr Muraddiq. General Zahedra line, so tar as it could 
be deduced, was rather levs, negative and in a letter of August 26 to the President, appealing lor 
American help, he used a form of words which indicated that his Government would be 
prepared to work for the settlement of their differences with Britain. Early in September the 
Shah, through the Swiss Minister, and General Zahcdi, through Mr. Henderson, scut messages 
to Her Majesty^ Government expressing their general wish for good relations and suggesting 
some undefined +1 gesture " which might make it easier for them to make such a policy palatable 
to Persian public opinion. It appeared that the Government had not definitely decided 
whether to resume diplomatic relations before entering on negotiations for an oil settlement or 
vice trrsa. though it was plain that the latter course had the greater appeal far them. ^ Lute In 
September a request reached Her Majesty's Government through the United States Ambassador 
in Tehran for help in supplying railway construction material, which had been ordered from 
Britain in 1950 and of which deliveries hud been interrupted by the l9$i crisis, A lew days 
Idler Mr. Enteram, Persian Ambassador in Washington, met the Minister of State in New York 
and spoke to him* on instructions, of his Government's desire lor friendly relations, bin eiIso 
of their feeling that some progress towards an oil settlement inighL have lo be made first, 

20. Immediately before the abortive attempt to oust Dr. Musaddiq on August 15, die 
Soviet press reproduced, with uncanny celerity, (he adsusaiioivs carried in the Tehran Com¬ 
munist prei’. that a Royalist coup was impending. The subsequent antb monarchic manilesto 
of the Tudeh Party was given great publicity by the Soviet propaganda machine. The kilter, 
evidently nonplussed by the sudden Royalist recovery, made no comment of its own on the 
Persian situation,, but managed, by discreet quotation, to suggest that the change of regime hud 
been engineered by the “ American imperialists ”, Then: can be little doubt that the Soviet 
Government were genuinely taken aback by this change, and that they hud been expecting the 
rapid arrival of a Tudch Government. Perhaps no one will ever know what Lrutfi lay in the 
report which burst on Tehran on September 1 that the Soviet Ambassador hud committed 
suicide, fearing recall to Moscow after the failure of Soviet policy. He remained inc&mmiuticatio 
in the Soviet Embassy, allegedly suffering from heart disease, until September 9 when he was 
seen by the Fenian Chief of Protocol. 

21. The policy of the new Persian Government towards the Soviet Union was cautious 
and sensible. Ii was their declared intention, while combating communism vigorously in 
Persia, lo preset ve correct and if possible friendly relations with their northern neighbour mid, 
soon after his accession. General /ahedi announced his in lent ion ol resum mg the negotiations 
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on outstanding questions with the Soviet Government as soon as practicable. A few weeks 
later one of the usual annual barter agreements was signed between the two countries. The 
Soviet Embassy piotestcd at various outspoken attacks on the Soviet Union published in the 
Tehran press ; and the Persian Government began to find increasing cause ol'complaint in the 
Soviet and Satellite propaganda attacking the new regime ux an American puppet. 

Oil 

22. During ili last days* the Musaddiij regime was preoccupied wiih Its struggle against 
(he Persian Constitution and had little lime to spate for oil. Indeed, at ihc beginning of August 
Dr. MusJiddiq informed a foreign press correspondent that there was now no hope of fresh 
negotiations to settle the oil problem, ahhough on August 10 it was announced that a dossier 
of claims against the Anglo-Iranian Oil Company was being prepared. 

23. The new Government abstained as far as possible from commenting on ihc oil 
problem, which they maintained must wait until internal order and stability had been re¬ 
established. Bui they soon began to declare that they had every intention of reactivating the 
Persian oil industry and by ihc middle of September various newspapers known to support the 
Government were emphasising the need for an oil settlement. On September 27 a Government 
spokesman announced that no decision on the oil question hud been taken by the new Govern¬ 
ment : they were still studying reports on the oil industry submitted to them by the National 
Iranian OH Company, The nest day the Government published a long communique giving a 
frank account of the deplorable- state of the oil industry after two years of nationalisation. 
Equipment, particularly transport, had seriously deteriorated and ihc N.LO.C. owed large 
sums of money to the Government Sales of oil made during these past two years bad been 
negligible and much capital and many technicians, which could only come from abroad, wore 
necessary before production on a reasonable scale could be resumed. This statement was taken 
up and vigorously commented on and applauded in the press. 

24. One result of the change of regime had been to cast doubt on the various contracts 
signed but never brought into execution between Persia and various foreign firms, principally 
Indian, for the purchase of Persian oil in the face of the " embargo T The promoters of ihese 
contracts were scurrying anxiously around wondering whether all their dreams of sudden 
wealth must now be held lo have vanished. The new Government, at any rate, were no longer 
much interested in sales at a heavy discount* which, even under Dr. Musuddiq's regime, had 
provoked much criticism in Persia, ft was announced rn the first half of September that the 
original offer or a 50 per cent, rebate would expire in the middle of the month. 

Emtefti Department * 

November f9, 1953* 


No, 91 

UNITED KINGDOM PROPOSAL FOR A JOINT ANGLO-PIERSIAN 

COMMUNIQUE 

Foreign Office to Sir Gktfhtfyn Jchb {New York) 

(No. 1337. Confidential) Foreign Office * 

(Telegraphic) November 2J, 1933. 

Your telegram No. UW9 of Novcmbci 15, For Minister of State, 

For your information only, 1 am now trying to draft, in consultation through the United 
Slates Embassy here with Henderson at Tehran, a joint AngloPcrrian commimiqud which, 
iiller announcing agreement to resume relations, would go on to rehearse 11 formula about 
oil calculated to meet Entcram's point in paragraph 2 of the telegram under reference. The 
same point was made in an earlier message lo me from the Persian Government. If Henderson 
tells me that in his view my draft formula might permit the Persians to agree to exchange 
Ambassadors, I .shall ask Swiss Minister to pul it to Zahedi, 

2. In any further talk with Eiilezpm you might take the following tine. Agreement on 
principles is frequently the most difficult part of any negotiations, and it A putting the carl 
before the horse to suggest that the principles of m oil settlement should be settled before 
negotiations begin, We entirely agree lhaT the two Governments ought to be in direct con¬ 
tact, and indeed direct contact is the only practical way of negotiating an oil Settlement. The 
proper way to establish such direct contact is through an exchange of Ambassador. We 
recognise that the Persian Government face difficulty with their public opinion. Bu( (his 
difficulty is ue present no greater than that which they will face when they come to presenting 
an oil settlement, however good, to their public opinion. It is up lo the Persian Government 
to re-educate their public, and we believe that the efforts already made in this direction could 
be more vigorously pursued. As for Hoover's visits to Tehran and London* although useful 
they were no substitute for direct contact. 
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SUGGESTED TERMS FOR A JOINT ANGLO-PERSIAN COMMUNIQUE 

Aide-memoire handed to the Swiss Minister on November 24, 1953 

Foreign Office. 

(Confidential) November 24. 1953. 

Her Majesty's Principal Secretary of Slate would be glad if ihe Swiss. Minister at Tehran 
could be instructed lo pass the foil owing riicsiage to Mr. Enkaam, the Persian Minister for 
Foreign A flairs:— 

You will recall that, in the East message I sent to General Zahedi + l said that I was 
considering whether there was anything further I could do to assist the Persian Government 
in their difficulty over a resumption of diplomatic relations, I have given much thought to 
this, and believe that the best way to proceed would be for us to agree upon the text of a joint 
communique which could be put out simultaneously in Tehran and London. The terms of 
the communique might be as follows :— 

'* Her Majesty's Government and the Persian Government have now decided to resume 
diplomatic relations and to exchange Ambassadors without delay. They will thereafter proceed 
at the earliest mutually agreed moment to negotiate a settlement of the oil dispute which has 
recently clouded relations between them and thus So complete the restoration of their traditional 
friendship. They are confident that, with goodwill, a solution can be reached which will take 
account of the national aspirations of the Persian people regarding the natural resources of 
Eheir country and which, on the basis of justice and equity, will safeguard the honour and 
interests of both parties. 

Thus it is hoped that a real contribution well have been made to the welfare of the (wo 
peoples and to the cause of peace and international co-operation 

[ very much hope that you will be able to concur in the wording that is suggested above 
□ nd, in that event, all that will remain for us to do is to consort, through the Swiss Govern¬ 
ment, the time at which wc should male our simultaneous announcement, I should be quite 
ready to leave the choice of time to you. but would suggest that it should be as soon as possible, 
1 fed strongly, as you know, that the present estrangement between our countries should he 
ended without delay. 
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REPORT ON THE POLITICAL SITUATION 

[Commwucofetf by United States Embassy on November 24. 1953} 

(Conlldentiiil) 

There follows Embassy Tehran s general appraisal of the current Iranian political situation 
□nd the projection of the appraisal into 1954 : 

I 13,spit.- opposition criticism, the Government of General Zahedi, as the Legally desig¬ 
nated regime of the Shah, will seemingly be able to remain in power for some time to come, 
pro* :ded the Shah does not allow it to be undermined and provided ai the same time the Shah 
permits the Government ro carry out effective measures to reduce opposition. The political 
forces of the Nationalists continue disrupted and there appears no popularly recognised 
Nationalist political leader available other than Yluxaddtq and he, of course, is in prison, 
The decisive political force in the country for some time has been the armed forces although 
under the regime <f Musaddiq this fact was somewhat obscured by the unwillingness of the 
Shah to use ihe armed forces in a manner contrary to Musaddiq's desires. It was because 
Musaddiq was not able tvs control the armed forces that the cort&iitutkma! issue which divided 
Musaddiq and the Shah was settled in the Shah's favour. 

2, Although faced with a senuus situation resulting from Mu-saddtq's rule. General 
Zahe.li bai been endeavouring to follow the constitution without the plenary powers held by 
his predecessor. Because of his constitutional and legal restrictions from which ho seems 
unwilling in extricate himself by extralegal actions, it is doubtful if his regime during 1954 
will bring about any significant economic or social reforms. Criticism of arty regime in Iran 
is endemic and General Zahede's Government is having its share which will be related to its 
future effectiveness The Government is continuing its fight against the Tudcfi Party, it is not 
hesitating; to dice! quasi press censorship and is insisting that criticism has some limit*. 

3. The continuance of good relations between the Shah and General Zahcdi is certainly 
the major internal political problem. It may be anticipated that ihe Shah, m traditional 
Persian manner, will not place complete trust in General Zahcdi or give him unqualified 
kicking. Musaddiq's (rial, which is being handled under the Shah's authority, is having 


some advcraii public effect upon the Government. On ihe other hand, both ihe Shah and 
General Zahcdi are in agreement that, because of the disruption of Parliamentary develop¬ 
ment under Musaddiq, the elections for the next Majlis should be fully controlled. Both 
slate that they will be able by compromise to agree on an acceptable single list. They also 
assert that new' deputies should be elected from the areas in which they reside. 

4, As for 1954. the F.mbassy does not anticipate material change its lire political activivy 
of the various Iranian social groups. With ihe exception of possible intrigue by the Qas li¬ 
quids. tribal and peasant activity will probably not be of decisive importance. The Govern¬ 
ment may have to meet in part the agitation of the workers for higher wages and the un¬ 
employment problem, The merchants, especially those who profited by Musaddiq's 
inflationary policies, will have to be convinced by the Government of the benefits inherent in 
an improved economic situation resulting from a settlement of the oil dispute. The Govern¬ 
ment will also have to lace the perennial problem caused by the frustration of educated 
Iranians in obtaining suitable jobs because of the economic and political conditions in Iran, 
The Embassy Considers that probably the best the Government will be able lo do during 
1954 is to prevent popular frustrations from increasing, to continue the campaign against the 
Tudeh Party and to allow improved conditions resulting from an oil agreement and the 
resumption of significant Iranian exports of oil to have their effect, 

5, In the absence of an oil agreement or, failing this, continued financial aid from the 
United States, it appears to the Embassy impractical to think that any non-Communist Govern¬ 
ment, no matter how authoritarian, could lust. Public opinion may be mobilised in support 
of an oil settlement or at least neutralised provided it feds Iranian rights arc protected by 
such a settlement. Despite the broad nature of this concept. General Zahedi's Government 
will have to make known fully to the Iranian public that in making a settlement he h,re pro¬ 
tected the rights and interests of Iran. The strong measures taken by ihe Government have 
^seriously scotched" the Tudeh Parly but the Party’s essential organisation and leadership 
remain intact. With no oil settlement or foreign financial aid, the Tudeh Pam, allied with 
discontented Nationalists, could in 1954 once again constitute a serious threat to Iranian 
independence, 

6, With army support any regime fully determined to impose an oil settlement without 
regard to public opinion could undoubtedly obtain temporary Iranian acquiescence but such 
acquiescence could be expected to be short-lived. However, (lie Embassy considcrd that the 
Government of General Zahedi. despite ils faults for which certain corrective action can be 
Taken,, provides the best available means for reaching an oil settlement which would hctve the 
likeliest prospect of durability. The Embassy also considers thaL the Shah recognises that 
General Zahedi is in a better position to effect an oil settlement than any potential Prime 
Minister now dial Musnddiq is out of the running. None the less, the Shah might at some 
later period desire to supplant Zohcdi with a not he c who is also opposed to the extreme 
Nationalists. Zahedi’s abrupt dismissal would in all probability strengthen those forces 
which are against an oil settlement and could undermine any oil arrangement already agreed 
upon. 


EiP 15316,101 No. 94 

PERSIAN OIL NATIONALISATION (BRITISH RECOGNITION) 

Parliamentary Question 

November, 1953. 

30, Mr, Fenner Brock way asked the Secretary of Slate for Foreign Affairs if Her 
Majesty’s Governmenl recognises the legality of the nationalisation of oil in Persist in ilie 
same terms os stated by the preceding Governmenl at the time of ihe Mission of the Right 
Hon, Member for Ipswich to Tehran. 

The Secretary of Stare for Foreign Affairs {Mr. Anthony Edm)i The present Govern¬ 
ment, as I understand their predecessors also* are prepared to recognise ihe principle of the 
nationalisation of oil in Persia within the framework of an arrangement which, on the hash 
of justice and equity, satisfies the interests of ihe Parties concerned. 
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No* 95 

INTERNATIONAL bank and future oil operations 

Sir ift. Aftgfcjm fo V/r. Etk'f). ( Rinriveti Nottmber 2d) 

(No. 2SB5. Confidential] 1 Wwbbtgum, 

(Telegraphit I November 25, /ft5J* 

Your telegram No. 47S4 and my telegram No. 2530, 

l saw Black yesterday. He said he had told Hoover that he would be ready to recommend 
the Bank's participation in the manner proposed if it was clear chat all chc three interested 
parlies - Her Majesty's Government, the Persian Government and the oil companies— 
would welcome ii. Hoover had assured hirn that [he idea had been favourably received by 
the Persians, and soundings taken in New- York suggested that it would also be welcome to 
the American oil companies. 1 said that Her Majesty's Government saw many advantages 
in the Bank playing the pari proposed for it by Hoover, but they had not yet decided on their 
attitude to Homer's plan as a whole. As he knew, we were at present trying to resume 
diplomatic relations with Persia. 

2. Black made ii clear ih.it he was now considering the participation of the Bank in 
Persian oil operations only in association with the proposed consortium. The lime for 
interim arrangements has passed, and he did not think the Bank would now consider the direct 
engagement of technicians to operate ihe refinery or the oilfields on their behalf. 

2. Hoover had estimated that it would cost 70 million dollars to rehabilitate and restart 
the industry -50 million for the refinery and 20 million for the flow of crude. In addition 
he thought the Persian Gove rnme nt would have to be given u subsidy of 5 million dollars a 
month until the oil industry became profitable again. It would not be possible for the Bank 
to preside the subsidy, but they would, if necessary , probably advance the 70 million dollars 
for the restarting of the plant. For this a Government guarantee would be required and 
Black considered that the oil companies might he prepared to find all the money, leaving the 
Bank to invest simultaneously in other devdi pnvenls in Persia, He was clear that an early 
start on development schemes would be an essential condition for the success of the oil opera¬ 
tion. since ii was necessary to give (he Persian people some convincing evidence that the 
reversal of Musaddiq's oil policy was advantageous for them. 


EP 1051/71 No. 9b 

COMMENTS ON Mr* EDEN'S NOVEMBER 25 STATEMENT 

TO PARLIAMENT 

{Crmvmmkated by the United States Embassy on November 2Q t f9JJji 

(Confidential) 

Message R 

Ambassador Henderson gave to the Foreign Minister the text of Mr. Aden's November 25 
statement to Parliament (see Message Q> on the morning of November 28. After careful 
study, the Foreign Minister commented [hat although it was not us strong a statement as the 
Iranian public would like, ii would none Ihe less, in his opinion, be helpful. 

The I orcign Minister staled that be had discussed with ihe Prime Minister it) a tentative 
way the communique. The latter had offered certain suggestions and asked [he Foreign 
Minister to present the communique with the suggestions incorporated he the Cabinet meeting 
to be held that evening. Ji might also be suggested at the Cabinet meeting that in the absence 
of a Majlis the problem of the resumption of diplomatic relations might be considered by some 
40 or 50 prominent Iranians who might be called together in the next day or ivvo. ITtc 
Ambassador replied that should personages such as M;tki and Kashani be included in the 
group, they would attempt to browbeat the other participants. Ente/am replied chat he 
thought ihe typo of men who would be convoked would net allow themselves to tie brow¬ 
beaten by extreme Nationalists. He thought that with the support of a body of distinguished 
experienced Iranian leaders for the establishment of diplomatic relations, the Government’s 
hand would be strengthened, 

Sonic of the suggested changes in the test of the communique were read aloud to 
Ambassador Henderson by the Foreign Minister, The Ambassador was unable to lake notes, 
but from memory, he thinks that the first paragraph of the communique would read somewhat 
ax follows j— 

“ Her Majesty's Govern me til and the Government of Iran are confident that with good¬ 
will a solution of the oil dispute which ha.-, recently clouded relations between (hem can be 
reached which will take account of the national a spiral ions of the Iranian people regarding 


the nature! resources of their country and which, on the btwis ol justice and equity, will sole- 
guard the honour and interests of both parties. They arc of [he opinion that the establishment 
of normal relations between the two countries will contribute to the strengthening of this 
goodwill. The two Governments have Ehereforc decided to resume diplomatic relations and 
to exchange Ambassadors without delay. They have agreed immediately after the resump¬ 
tion of relations to do their utmost to achieve a settlement of the oil dispute and thus to 
complete the restoration of then traditional friendship/' 

As the Ambassador's comment qn the tentatively revised text was not invited, he nude 
none except to say that he whs certain that the United Kingdom bad carefully weighed each 
word in drafting the communique and [hat he hoped that consequently [he Government of 
Iran would not find iL necessary to make many amendments. 

The Foreign Minister told the Ambassador that the Swiss Minister had expressed his 
personal hope that the resumption of diplomatic relations could take place before Vice Presi¬ 
dent Nixon's visit to Tehran, Ente/am wondered if the Swiss Minister was voicing the views 
of the Uni ted Kingdom Go vent meat in this regard. The Ambassador replied that he was 
certain that the Swiss Minister was speaking only personally and that as a matter of fact he. 
Ambassador Henderson, was probably the source of the suggestion. It seemed to the 
Ambassador that the atmosphere of the relations between Iran and the West would he bettered 
should Ihe resumption of relations be announced before the visit of the Vice President and [he 
Ambassador had mentioned this thought to the Swkh Minister. None the less, he was certain 
that both ihe United Slates and the United Kingdom Government would welcome diplomatic 
relations being resumed before December 9. 

Ambassador Henderson warns that although the prospects of an early resumption of 
relations appear a little brighter, it would be dangerous to be over-optimistic with the un¬ 
certainty of the current political situation. As an example, the Ambassador points out that 
the Iranians might make so many changes in the suggested communique that it would be 
unrecognisable. 
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PERSIAN MOVES FOR A RESUMPTION OF DIPLOMATIC RELATIONS 

(Communicated by ihe United States Embassy on November 20, 19$2 ) 

(Confidential) 

Message S 

On the morning of November 29 Ambassador Henderson visited the Prime Minister at 
the latter's request. Both the Prime Minister and the Foreign Minister, who was prescui, 
desired to discuss the question of (he resumption of diplomatic relations with the United 
Kingdom, about which they were obviously disturbed and which had been discussed at the 
Cabinet meeting the night before, According tc the Prime Minister, the majority of (he 
Cabinet favoured an early resumption of relations with the United Kingdom, but felt that the 
British Cun eminent was apparently unable to appreciate the umotional problems which the 
Government of Iran must encounter if it resumed relations without being able to give to the 
Iraifian public same Assurance that progress had been made in settling the oil dispute. The 
majority of the members of the Cabinet considered that the British were being unnecessarily 
rigid with a Government which sincerely wanted friendly relations with the United Kingdom 
and which had not been responsible for the break in relations between the two countries or 
for the ami-British sentiment in the country. Ihe Cabinet had finally agreed, however, that 
the Prime Minister could submit the matter to two advisory groups. The fim would consist 
Of Senators and Fldcr Statesmen and ihe second would he composed of Majlis members and 
other active political leaders. The Prime Minister Muted thru he hoped to win the support of 
both groups in the near future and asked what Ambassador Henderson thought of tire procedure. 

Ambassador Henderson replied that he thought, there were certain dangers inherent in 
discussing the mutter with the second group. The group would certainly eoqtaiD several 
ambitious demagogues who would be hostile to the resumption of relations, would attempt lo 
itijliimdate others present and afterwards endeavour to forestall resumption of relations through 
public agitation. The Prime Minister replied that he w:ls confident that he could gain the 
overwhelming support of both groups. Ambassador Henderson then suggested that it might 
be preferable not to submit the text of the diaft communique or any other documents concerning 
the resumption to either of the two groups. It might be better to keep his remarks (o the 
groups on a very general plane so that he would he at liberty to proceed without the necessity 
of having add! I tonal meetings lo consider changes in details. With this the Prime Minister 
was in agreement. 

In the event that the Prime Minister Is able to obtain the approval for immediate resumption 
of the two advisory groupsand the Shah, the Prime Minister and Foreign Minister are apparently 
still thinking qf submitting to London through the Swiss Minister the I run inn counter-draft of 
the communique (Message ft). 
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Should the communique be issued, both Ministers thought the Primo Minister would be 
forced to give immediately an explanatory radio speech to the country. They considered that 
he might make certain unilateral statements in Jus speech which would have a calming effect 
on the nation* Ambassador Henderson suggested that as a matter of courtesy, the proposed 
speech might be forwarded in advance to London in order that the British ought study it to 
make certain there was nothing in it with which the British would fed compelled to publicly 
take exception. The iVimc Minister agreed that ii would be unfortunate if the resumption of 
relations should be clouded by an exchange of polemics and STated that he would prefer to 
transmit the text of the proposed speech through the Embassy as he would like the transmittal 
to be as informal as possible. The document should not be given the semblance of an agreed 
document binding on both Governments, 

Ambassador Henderson gained the impression from his meeting that the Prime Minister 
was determined to go forward in the direction of resuming relations with the United Kingdom, 
although he continued to exhibit misgivings. Just before Ambassador Henderson left his 
mecdm: with life Prime Mincer, the liuei remarked that because of iiu- demoralised state m 
which Musaddici left the country, he was for I be first time hesitating to take actions which he 
was certain were in the interests of Iran. 
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CONVERSATION BETWEEN THE SECRETARY OF STATE AND 
THE UNITED STATES AMBASSADOR ON NOVEMBER 30, 1953 

Anglo-Peman Relations 

Mr. Eden to Sir Roper Sttikim I Washington) 

(No, \2W. Confidential) Foreign Office, 

^j r November JO, 1953. 

The United States Ambassador informed me this afternoon of an interesting message from 
the United Slates Ambassador at Tehran in which the latter reported that the Foreign Minister 
had sent foi him and hod said that the Persian Government were thinking of sending us a 
counter draft of the proposed communique about the resumption of diplomatic relations 
between the United Kingdom and Persia. A paraphrase of Mr. Henderson's message is 
annexed, 

2. After reading the message, I told (he Ambassador that at first sight the new Persian 
formula seemed to me acceptable, I authorised Mr. Aldrich to let Mr. Henderson know. Tot 
his own information, that this was our first reaction. It would, however, be better not to say 
anything for the present to the Persian Government, hut to await their approach. 

I am, &c. 

ANTHONY EE3EN. 


November 30. iQ$3, 

Ambassador Henderson reported on November 30 (hat the Foreign Minister, Mr, Enlcram, 
had seni lor him and had said, with reference to the conversation which Mr. Henderson had 
had wiLh General Zahedi and Mi Entc/um reporicd in Tehran's Message S, that the Prime 
Minister and f oreign Minister after further discussion had decided la submit a quite different 
proposal to ihc Cabinet at its November 30 meeting. Mr. Entezam told Mr, Henderson that 
they were now thinking of sending a counter draft of the proposed communique which would 
be precise I v the same as that suggested by Mr. Eden and forwarded in London s Message P, 
w ith the exception of the third sentence which would read more or less in the following terms 
" They arc confident, particularly in view of the foci that the British Government are 
prepared to recognise the principle of nationalisation of oil in Persia within the framework qf 
an arrangement which on the basis of justice anti equity satisfies the interest of the parties 
concerned, and the Iranian Government arc prepared to pay fair and just compensation, that 
with goodwill a solution can be. reached which will (tike account of (he national aspirations of 
the Iranian people regarding the natural resources of their country, and which will safeguard 
the honour and interest of both parties/ 1 

This counter draft would be sent through the Swiss Minister in Tehran. 

Mr. Eiuc/Jtrt told Mr. Henderson that if he and Zahedi could prevail on the Shah and I he 
Cabinet to agree to this counter draft they might send it immediately to London without 
consulting a group of elder statesmen and political figures as they had planned, lie then read 
to Mr. Hendeftoft the draft of a message which he was planning to send along with the counter 
draft of the communique and which stated that if Ikr Majesty* Government were to agree 
to the Persian counter draft, the Persian Government would be prepared to agree with the 
British Government as to a date in the near future on which the communique could be issued. 


Mr. Entezam continued that he hoped the British would give favourable consideration to the 
counter draft if it were to be submitted. The clause inserted in the third sentence had been 
mostly lifted from Mr Eden's November 25 statement in the House and contained nothing 
new. Moreover, it was being inserted not as a condition to the resumption of diplomatic 
relations, but as a statement of facts which led particularly fa the hope for an early settlement 
of the oil problem and with a view to ussisiing with public opinion in Persia. This clause, 
moreover, would not cost the British anything. 

Mr. Entezain told Mr, Henderson that he might give up the idea of going on the radio 
immediately after the issuance of the communique and instead might immediately issue a press 
statement which would comment in constructive terms on Mr. Eden’s remarks in the House of 
Commons, Ambassador Henderson asked if the Foreign Minister would like him to try to 
find Out whether a counter draft of ihis sort would be acceptable lo the British, it) which 
Eniernm replied that it might be best to defer any action until to-morrow (December I) as 
further changes might he made hut that if the Shah and the Cabinet should agree to his sugges¬ 
tions, he might ask Mr. Henderson to-morrow to telegraph London explaining the reasons why 
the Persian Government was proposing the clause in question, Mr, Henderson concludes his 
message by pointing out (hat in spin- of the fact that ihc Government of Persia N evidently 
not yet sure how to reply to Mr. Eden's latest message, he thought it would be useful to have 
the foregoing indication of (he Government's present trend of thought. 


No, 99 

PERSIAN AGREEMENT WITH OUR PROPOSED TEXT FOR A 
JOINT COMMUNIQUE 

Foreign Office to Mr, Eden [Bernntda) 

(No. 103. Confidential! Foreign Office. 

(Telegraphic) December J, mi. 

My telegram No, ^9 fof December 3], 

Swiss Minister delivered tonight message from Persian Government in which they expressed 
agreement with the text or the communique proposed in your message. They considered that 
no time should be lost in issuing it and proposed that it should be issued simultaneously in 
London and Tehran at 10.30 ti.M.T Saturday, December 5, They asked for immediate 
reply. 

In view ot Persian request lor an immediate reply Cabinet thought that since any delay 
might provoke second thoughts in Tehran, we could not run that risk and should dose forth¬ 
with. Swiss Minister was accordingly asked tonight to convey without delay a message to the 
effect that we accepted Persian Government's proposal. 


No. 100 

UNITED KINGDOM STATEMENT ON AMERICAN ASSISTANCE 
DURING THE BREAK IN ANGLO-PERSIAN RELATIONS 

tn 

Foreign Office rt* Mr. Eden (Bermuda) 

(No. J13, Confidential) Fortign Office, 

(Telegraphic) December 4. i953 - 

Your telegram No. 61 [of December Jj. 

It seems desirable, both for Anglo-American relations and in order to show Middle East 
Opinion that we and ihc Americans have worked closely for the resumption of relations., that in 
commenting to the press on the announcement tomorrow, we should pay some tribute to 
United States assistance. On Ihc other hand, we do not wish to appeal in public to detract 
front the value of our own efforts, nor do we w ish (c give the opposition in Persia an excuse 
to complain that the British and Americans together have combined to pull a Fast cnc on the 
Persian Government. We think (hat the best course might therefore be to concentrate rather 
an Henderson's pari and to say something on the following lines 

Mr. Eden has conveyed to the Untied States Secretary of State an expression of Her 
Majesty's Government's appreciation of the good offices of the United States Ambassador in 
Tehran, whose assistance has contributed a great deal towards enabling the British and Persian 
Governments la harmonise their views 

2- Do you agree? 

3. Would you also like us to send (he Swiss Government u message on the lines of my 
immediately following telegram? 

480*13 i* 
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UNITED KINGDOM THANKS TO THE SWISS GOVERNMENT 


Foreign Office fo Mr, Btfcn ( Bermuda) 


Foreign Office, 
December 4. 1953* 


(No. 114. Confidential) 

(Telegraphic} 

My immediately preceding telegram, 

Nnw that diplomatic relations between Mritain and Persia arc to be resumed I should 
like to express to you. on behalf of Her Majesty's Government, our sincere gratitude lor the 
pan played in securing this happy result by the Federal Government and their representative in 
Tehran/and our lively appreciation of the ability, energy anil devotion with which British 
interests in Persia have been protected during this period. 


(. 1 ) 


Front Secretory of State to Foreign Office (Received Ore ember 5) 


(No. 76) 

(Telegraphic) 

Your telegram No. 113, 

I agree and have conveyed message to Mr. Dulles, 
announcement to he in the following terms i— 


Bermuda* 
December 4, 1953 , 

I should however prefer public 


,! Mr Eden ha-, conveyed so Mr, Dulles the thanks ot Her Majesty's Government for the 
good offices of the United Stales Ambassador at Tehran which have helped to enable Her 
Majesty's Govern men l and the Persian Government to harmonise their views/' 

11 agree to the message io the Swiss Government proposed in your telegram No, U4. 


(4) 


Sir P. Scriventr to Foreign Office {Received December 5} 


Bertie 

December 5. f953. 


(No, 3%) 

(Telegraphic) 

Your telegrams Nos. 113 and 144 to Bermuda, 

Message was communicated informally this morning. I shall communicate it formally 
to the Minister for Foreign Affairs during farewell call on December 7. 


EP 1051,95 No. 101 

JOINT COMMUNIQUE FOR RESUMPTION OK DIPLOMATIC RELATIONS 
BY HER MAJESTY'S GOVERNMENT AND THE PERSIAN GOVERNMENT 


December 5, 1953. 

Her Majesty's Government and the Persian Government have now decided to resume 
diplomatic relations and to exchange Ambassadors without delay. They will thereafter proceed 
at the earliest, mutually agreed moment to negotiate a settle inert of the oil dispute which lias 
recently clouded relations between them and ihus to complete the rest ora lion ol ifteif traditional 
friendship. They arc confident that, with goodwill, a solution can be reached which will take 
account of the national aspirations of the Persian people regarding the natural resources of 
their country and which, on the basis of justice and equity, will safeguard the honour and 

interests of both parties. . , , f .. f 

Thus it is hoped that a real contribution will have been made to the well are of the two 
peoples and to the cause of peace and international co-operation. 


No. 102 


EP I#91/5 

RESUMPTION OF ANGLO-PERSIAN DIPLOMATIC RELATIONS 

Communicated by the Swiss Minitier at Tehran 

Tehran^ 

(Confidential) Dtctmber 11, 1953. 

The announcement of llic resumption of diplomatic relations was welcomed with relict m 
most circles and (specially by political notabilities Generally speaking, the Press too reacted 

favourably. . . _ _ .. u e ___ 

Aheady on December 3 I had the opportunity of investigating further with Mr. Entesim 
and Court Minister Ala the question of the application of the law prohibiting the return to 
Teheran of diplomats who have been posted in Persia before. As the Act did mu receive the 
Shah's assent, botb my interlocutors were of the opinion that ilierc would be no difficulties m 
having it repealed through a Cabinet decision. Surprisingly, however, Mr. Enteuun reverted 
io this question yesterday during a conversation with the American Ambassador, which 
prompted me to question him anew on the subject this morning- He told me that there were 
still some legally-founded doubts whether a Cabinet decision could revoke this law : that there 
could exist differences of opinion on this point would be enough to give the Opposition gTounti 
for attacks against the Government, In case the Foreign Office should contemplate nommating 
an Ambassador, or staffing the Embassy with diplomats, w ho have previously been ' eti poste 
in Teheran, Mr. Entezam must request that any such plan be abandoned, because u might 
create difficulties for The Government. Concretely speaking, this means that in the first place 
the appointment of Robert Hankey as Ambassador is out of the question, Mr. Lnlezam 
knows that the Shah would have taken a favourable view of ihk appointment ; he will mform 
the Monarch direct why lie, Fm«am. regards such a choice as inopportune. He asked me 
expressly to report to yon in this sense, for London's information. 11, utter turthcr examination 
and consultations with the Shah, there should occur a change in the Perkin point of view, 
which 1 do not however think probable, I would let you know immediately by telegram. 

The Persian Government do not appear to have made plans regarding the reopening ol 
their Embassy in London. 

6th December, MSS. 


EP 1151,40 No. 103 

UNITED KINGDOM RAILWAY EQUIPMENT FOR PERSIA 

Air, Eden to .Mr. ft right ( Tehran) 

Foreign Office. 

(No. 1. Confidential) Dttmtbtr 16, 1953, 

Sir 

Soon after youi arrival in Tehran, the Persian Government may enquire from you (he 
prospects of their securing railway construction material from the United Kingdom. 

2 As you are aware, a large quantity of litis material was ordered in the United Kingdom 
in |95fl About a third of the contract had been executed when the action of the Musaddiq 
Government tit expropriating the Anglo- Iranian Company's installations mads: ii impossible 
for Her Majesty’s Government to countenance the continued supply of steel, then very scarce, 
to Jfcrsia. The inctmridcrabk quantities of railway materia! manufactured under the contract 
but net delivered were requisitioned and eventually largely dispersed, and manufacture of the 
remainder ceased. 

3. Lasl September, however, us you wall see from the enclosed copies of Lord Salisbury's 
despatch No. 959( S J of the 4th of September to Washington and of a departmental minute 
summarising an American report from Tehran. I he Persian Government requested Her Majesty’s 
Government to supply this material which, they seemed to imagine, sull stored and avail¬ 
able in the United Kingdom. Urgent investigation .showed that only a very little of the 
material manufactured under this contract was still available. Her Majesty s Government 
-ire of course perfectly ready to permit (he export to Persia ot any material which might be 
manufactured, hut are faced with the difficulty that the prices fixed under the contract have 
now become out of date and that present day export prices would be so much higher as to 
stand link chance of acceptance by the Persian authorities 

4. They are therefore urgently consulting the manufacturers in ilie hope of the kilter's 
agreeing to offer some reduced price to the Per dan authorities, though buch reduction cannot 
in any case bring, the price down to the previous eon tract level, 

5. Should the Persian Government enquire the position, you should say that Her 
Majesty's Government are willing and indeed anxious that tlds material should Ik made 
available to die Persian authorities, and will put no difficulties in the w ay of this export. 1 hey 

( l ) Not printed, 

t* Z 
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understand that the manufacturers arc considering most urgently what scope there is for u. 
reduction on the standard 1953 prices, anti will put you in a position to speak further with 
the Persian Government as soon as any definite proposition can be made- 

fa. I understand that there are doubts whether the MrEineh-Maragheh track, for which 
these rails are reeded, is in fact reads for railwaying You should ask the United Stales 
Embassy to inform you of the result of enquiries which they are know n, to have been making : 
should jl prove lhat rail-laying cannot in fact begin yet, this would strengthen your hand in 
meeting any complaints by the Persian Government qf Hritish delay in meeting their request 
for this material 

7. [ am sending j copy of this despatch (without enclosure^ to Her Majesty s Am¬ 

bassador at Washington. 

E anii &c.„ 

ANTHONY EDEN, 


EP 1051 84 No. m 

POLICY OF HER MAJESTY’S GOVERNMENT IN THE RE-ESTABLISH¬ 
MENT OF DIPLOMATIC RELATIONS WITH THE PERSIAN GOVERNMENT 

Sfr_ Eden la Mr. Wright ( Tehran) 

(No. 2, Secret) Foreign Office, 

Sir, December 17, 1953. 

Your duties as Her Majesty's Charge d'Affaires ad interim :u Tehran will fall, broadly, 
into three categories :— 

i(i: the re-establishing of friendly relations with His Imperial Majesty the Sluih and his 
Government ; 

[h) the task of assessing the altitude of the Persian Government and public opinion 
towards a settlement of ihe oil dispute ; and 

Ui ihe preparation of the embassy premises against the arrival of Her Majesty's Am¬ 
bassador. 

2. Regarding the first of these categories it would not seem necessary to say more than 
that you will, of course, bear in mind the desirability of showing, whenever possible, that the 
behaviour of the previous Persian Government in no way influences the attitude of Her 
Majesty's Government towards the new- regime. Thai attitude is one of friendship and of 
readme" to .issjsi Persia by any means that she may desire and Her Majesty A Government 
be able to provide. As for "the third category, you will no doubt already have obtained from 
the competent authorities in London such guidance as you and your staff will require in 
dealing with the administrative details of rc-opening the embassy. 

3. In approaching the second task, that of assessing ihe Persian attitude towards ihe 
oil dispute, you should be guided by the following principles 

(a'} To be acceptable to tier Majesty’s Government, a settlement most ensure 

(i> dial the Anglo-Iranian Oil Company receive Fair compensation, in some 
form or other, for the loss of their enterprise in Persia ; and 
(ii) that Persia does not do betler out or her oil than her neighbours out of 
theirs- 

(ft) Subject to those provisos* it is for political reasons a primary abjective of Her Majesty's 
Government to reach a settlement of die oil dispute. 

{c) So far as possible, action in regard to Ihe oil problem should be concerted with ihe 
1'rated States Government. 

4. On arrival in Tehran your immediate objective* should he 

(fj> To continue the process, begun by Mr, Hoover, of educating the present Persian 
Government in the facts of ihe world oil situation and Persia's own position in 
relation to it. 

(fti To show that Her Majesty's Government are approaching the problem with goodwill. 

(e) To maintain a united front with the United Stales Embassy, 

Xu elucidate the Persian Government's attitude towards the various aspects of the 
problem and, in particular, towards A.I.O.C, 

(e) To provide Her Majesty’s Government with all Information likely to assist them to 
decide on the type of solution which would be acceptable to both parties, 

5. In conversation with the Persians you should try to make the following points. I 
leave to your discretion the degree of emphasis I lint might be placed on each, anil the insistence 
with which it could usefully be pursued. 

(i:i In resuming relations with the United Kingdom the Persian Government have taken 
a wise and courageous step. The first fruits of it wilt be to enable Her Majesty's 
Government to obtain, at first hand, knowledge of how (he Persian situation lias 
developed and to inform the Persian Government of how they themselves regard 
the problem. (Sec (ft) to (j) below.) 
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(ft) The events of the last two years have shown thai the world can do without Persian 
oil ; one of Dr, MusaddiqY main disservices to the Persian people was to let this 
fact be so dearly demonstrated. 

(c) Nevertheless, the arm of Her Majesty's. Government is to help Persia to bring her oil 
back into world markets, to enuble her to strengthen her economy and to give 
her people the prosperity iliac of I revenues, can bring. The United Kingdom, 
moreover, will take account of the national aspirations of ihe Persian people. 

{(I) At the same time, the United Kingdom also has certain vital interests in the problem. 
The AJ.O.Cs enterprise in Persia, before the events of 1951 and 1952, repre¬ 
sented the greatest single United Kingdom overseas, industrial investment ; the 
fruit of decades of patient exploration and of readiness its accept enormous 
The United kingdom expects the Persian Government io take account of this. 
Further* the present state of the interna no rial oil market is such (hat no purchaser 
capable of handling Persian oil in large quantities would he willing to pay more for 
Persian oil than it has to pay in the neighbouring Middle East Stales. If there¬ 
fore (lie Persians want to sell llteir oil, on a large scale, they certainly cunnqi expect 
terms more favourable than those enjoyed by neighbouring oil-producing coun¬ 
tries, 

(e) These considerations (ns both Governments have publicly recognised) compel a 
solution to the dispute which* on the one side, recognises (he rational aspirations 
of the Persian people, and, on the other, is based on those principles of justice 
and equity that alone can provide enduring relationships between nations, 

(/) Hitherto the issues have been obscured and progress made impossible by the false 
propaganda of Dr, MusaddiqS regime. Her Majesty's Government have noicd 
with appreciation the efforts of the present Persian Government to bring the real 
facta before the Persian people ■ and they arc ready to co-operate sn the develop¬ 
ment of that process should the Persian Government so wish, 

(is) The practical side or the problem is of ihe greatest importance. Her Majesty's 
Government have been much encouraged by Mr, Hoover's account of the Persian 
Government's realistic approach ; mdecd, it is this that gives them confidence that 
a solution can be found, for the insuperable difficulty with Dr. Musaddiq was 
that he refused to be practical. Her Majesty's Government understand from 
Mr. Hoover that ihe Persian Government are anxious to see (heir oil flowing 
again into world markets and IP cam revenue from it for their people ; and that 
they accept the need to co-operate, for (his purpose, with those who have (he 
expert knowledge, the markets and the marketing facilities that are necessary. 
Her Majesty’s Government would wish to have lhat understanding confirmed. 
The Persian Covernmeni should realise that off-takers of [heir oil would need not 
only an assurance of stability but also security over ihe safety, efficiency and 
economy of (he technical operations. 

(ft) There is no doubly from a practical standpoint, lhat no-onq is so well qualified! to 
co-operate with the Persian Government in this way as (he people who did so 
before : the A I.G.C, In any case there art matter?' in dispute between the Persian 
Government and A.I.O.C. which can only be settled by direct talks in which 
representatives of A.I.O.C . take part. Her Majesty's Government hope (hot the 
Persian Government will sec the advantages of taking a practical and realistic 
view of the very real contribution that the company fs able and ready to make to 
3 mutually satisfactory solution, A direct arrangement with A.I.O.C. would 
bring efficient operation. I he company would be very ready to discuss forthwith 
with the Persian Government the possibility of art arrangement of (his kind, or 
any of the technical ‘ind commercial problems outstanding. 

(/) One of the most urgent practical requirements is to ascertain the present condition of 
the oil installation* themselves. A great deal of money will be needed to get them 
into operation again, and before any commitments could be entered into (he 
magnitude of This problem must be assessed. As a practical step, and with no 
commitment on cither side, as to Ihe eventual form of a settlement, would it not 
therefore be w ise for (he Persian Government to arrange for an expert investigation 
at once ? If so, no-one could do tl so quickly or so well as A.I.O.C. 

(j) Another problem which the Persian Government face is that of reconciling n solution 
which involves foreign co-operation with the existing Persian laws. Her Majc*ly + s 
Government understand from Mr. Hoover that the Persian Government believe 
that this would be possible ; and here also they would welcome confirmation of 
ihiit understanding, 

6. It is probable that the Persians will themselves ask pertain questions. Should they 
do so. you may find the following material useful in formulating your answers :— 

(i) *' DM Mr. Hoover convey to Her .1 ti/jesty's Government the content* of the unsigned 
document on oil which he mot grVff in Tehran ? T ' 

Mr. Hoover mentioned (lit gist of ill is document in general terms io me a! a luncheon 
on the Sih of November, 1 said at once that it contained many ideas which were un¬ 
acceptable ’ and ii is nur understanding that Mr. Hoover therefore decided lhat it would 
be unhelpful to leave ihe document w ith tis. 
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(if) M What is the British attitude to participation in a solution by the fnternafianaf IhmkV' 
The Persians should at once he asked to define their own altitude to this, H should 
he made dear to them that Her Majesty's Government cannot commit themselves tc this 
or indeed to an) particular form of solution, until they have received a considered report 
front you. Meanwhile, however, all Persian suggestions will receive full consideration. 

ilij " Do Her Majesty's Government insist that AJ,Q*C* should he the only party to a 
settlement, or would they agree to a multi-national consortium ? " 

The Persians should be asked whal they have in mind. Their objections to AJ.O.C. 
will nr* doubt include false accusations against the Company, and you should take the 
opportunity to refute these. In so far as their objections are based on reasonable grounds, 
e.g., the need to lake account of the realities of the political situation in Persia or a desire 
not to leave the off-taking of oil solely in the hands of one company, you should say 
that you will refer their ideas to Her Majesty's Government. You should in any case 
remind the Persians that .A.LO.C, alone of foreign companies has tights in Southern 
Persia, and stress the practical advantages of AJ.O.C playing a leading pan in any 
settlement. on the lines of paragraph 5 (A), 

7, It is evident that the foregoing line of argument has as its objective a direct settlement 
between the Persian Government and the AJ.O.C. ; that, from (he point of view of Her 
Majesty's Government, would be the most satisfactory outcome. Fn any case. Her Majesty's 
Government must he able to form their own judgment of the chances of such a solution ; 
and I heir judgment will be based to some extent upon the Persian Governmenfs response to 
this line of argument. For your own information, however. Her Majesty's Government 
would not exclude certain other possibilities. They are 

Ctrl An agreement concluded with a group of companies {including AJ.O.C.) ; 

(jS) the participation of the lnteimikmaf Bank in some shape or form. 

3. You should hear in mind that a satisfactory solution cannot be secured without 

ji) a certain measure of foreign management tin a consortium (7 («) above), the United 
States companies would almost certainly insist on very full management}; 
fii) an arrangement not mote lucrative to Persia than (he arrangements existing between 
other Middle East States and Iheir foreign oil companies ; and 
till) substantial participation by AJ.O.C. and in any evem a larger share than that of 
any other company caking pari, 

9. You should take no initiative in discussing the possibilities mentioned in paragraph 
7 above. If they are mentioned to you, you should endeavour to obtain as dear an impression 
as possible of the way in which the Persian Government are thinking ; and you should then 
undertake to report on it in full to London. At the same time, however, you should be pre- 
pared to advise me at once if, in your judgment, an opportunity is likely to arise to reach a 
rapid and satisfactory agreement on the basis of these possibilities. 

ANTHONY EDEN. 


No, 105 

RESUMPTION OF DIPLOMATIC RELATIONS: PRESENTATION OF 
CREDENTIALS BY AMBASSADOR 

Mr, Wright to Mr, Eden {Received December 23) 


(No, 4, Confidential) Tehran, 

{Telegraphic) December 23, 1953. 

i presented my Sutter of credence to Minister for Foreign Affairs this morning. The 
Swiss Minister at the request of Entezam accompanied me. 

2. Although proceedings were necessarily rather formal, Entezam greeted me with a 
friendly welcome speech in which he said how pleased he was at the resumption of diplomatic 
relations and quoted Sa'di to the effect that old friends got to appreciate cadi other better 
following an. estrangement. The Persian Government wished to forget the past and start 
afresh in the belief that with goodwill on both sides wc could solve our common problems. 

3. | assured him of Her Majesty’s Government's goodwill and anxiety to reach a settle¬ 
ment. ' also congratulated him on the courageous step he had taken in resuming diplomatic 
relations and assured him that 1 would move cautiously as Her Majesty's Government had no 
wish to embarrass him in his task. 

4. Entezam look the point that I should have to Spend some time in assessing the altitude 
of the Persian Government and public opinion. 1 pointed out that I was T to some extent, 
handicapped by lack of staff with previous Persian experience. 

5 Entezam asked me to convey lm greetings to you, Sir, and ended hy saying that he 
would ask me to call early next week for :i long talk. 


No. 10b 
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MEETING WITH SHAHRUKH AND PERRON 

0 ) 

Mr. Wright to Mr. Eden {Received Decern for 23} 

{No. 6. Confidential) Tehran, 

(.Telegraphic) Decern for 23, 1953. 

Before my arrival the Shah, through hi* sinister fsid secretary Perron, had asked the Swiss 
Minister to arrange an immediate maritime meeting between me Sind Bahram Shahrukh (1951 
personality. Number 174), After discussing with the United States Ambassador 3 fell 1 could not 
well refuse this rather embarrassing invitation, and accordingly 3 met Shahrukh and Perron 
alone at dinner last night with the Swiss Minister, 

2. Shahrukh did all the talking. He said that the Shah was very pleased that diplomatic 
relations had been resumed and was most anxious Lq help me in my mission ; f Could at any 
time send him a message through Shahrukh or Perron. Shahrukh’s main theme was that there 
was much latent goodwill toward us and that he thought my lisst objective should be to sound 
this out by making suitable gestures. e.g., by early delivery of rails stored at Basra, by friendly 
references by the B.B.C to Persia and by developing contact with the Persian press, i agreed 
with this objective. I pointed out that the rails were no longer in Basra but that you were 
personally interested in seeing that speedy action was taken over the rails now in the United 
Kingdom. 

3 + Shahrukh talked rather woollily about the oil problem. I stressed that we were as 
anxious ax the Persian Government to reach a speedy settlement and that wc should do all we 
could to this end which l believed possible provided question of fair compensation formed part 
of i(- I stressed that this was a principle Co which we were as firmly at cached as the Persians 
were to that of nationalisation, Shahrukh mentioned last week’s talk 1 - between the A.LO.C, 
and rile American Oil Company and appeared to believe that some firm arrangement on market¬ 
ing had been agreed upon, I explained the hypothetical nature (grp. undec.) and sounded him 
out on the possibility of direct negotiation between AJ.O.C, and (he Persian Government 
pointing out that this would be the most practical way Ui reach a quick -solution. His view 
was that because of very strong feelings against the company in Persia such negotiation would 
be impossible, but he did not exclude the representative of the AJ.O.C. being included in any 
negotiating team that might be sent here. 

4. At one stage Shahrukh whispered that the Shah was thinking of dismissing Ala but 
would not wish to do so if this might be taken by us as an anti-British move. I said that 
neither I nor [he members of my staff had any intention of interfering in Persian domestic 
affairs, and that it was for the Shah and his Prime Minister to decide what actions were for 
the good of the country, I also took the opportunity, when he started criticising General 
Zahedi’s adviser, of stressing my admiration for the Prime Minister's achievements since August, 
and mentioned that you hud expressed sympathy for his efforts in the House of Commons on 
December 17, 

5. Although the Swiss Minister was anxious 1 should keep this meeting secret (presumably 
at (he request of Perron) 1 decided after dii>eussicn with Henderson to cell ihc Minister for 
Foreign Affairs of it when L called on him this morning, 

6. 1 have not yet been able to discover how important Shahrukh is in the present xeheme 
of things here. 


( 2 ) 

SHAH’S VIEWS ON FUTURE RELATIONS 

Mr, Wright to Mr. Eden (Received December 26) 

(No, 12, Confidential) Tehran, 

(Telegraphic) December 26,1953. 

My telegram No, 6. 

The Shah's friends. 

I was called upon twice on Christmas Day by Messrs. Perron and Shahrukh allegedly at 
the urgent request of the Shah who is leaving for the Caspian on December 27. 

2, Ae the first meeting Shahrukh again did all the talking, this time front typewritten 
notes which he said embodied the Shah’s views. Briefly these were :— 

(u) The Shah was a firm believer in AngJo-Pfcrsian friendship as a basis for n strong, 
independent and prosperous Persia. 
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{hi The Shall'-, sitting personal position as Head of the Suite was such that we would he 
able more easily to reach a settlement of out problems by agreeing things first with 
him, rather than through other persons : in other words we should dear our lines 
with the Shah first, 

if) The Shah was willing to act as strongly in Persian internal affairs but, in order to do 
so t he needed a dear understanding of our aims and an assurance that we would 
r,ot interfere with "various groups'* iri Persia. The Shah had recently made a 
similar request to tlw United Slates Government through Mr. Nison and the 
United Slates Ambassador. If I could give such an assurance it would help the 
Shah to avoid interference cither from the Americans or from the Russians. 
id) The Shah wanted a quick settlement of the oil question and therefore wanted me to 
inform him m confidence how we proposed to settle it. 
iri With reference to what I had said in my earlier conversation with Shahrukh about 
direct negotiations with A I.O.C* the Shah's view was that the appearance in 
Persia of an A.LO.C Mission “ would greatly provoke Persian public opinion and 
thus handicap the negotiations but he believes that A I.O.C. experts could participate 
Eater in the negotiations under the cover of the compensation question, and preferen¬ 
tial rights they have by taw for purchase of Persian oil The Shah's view was 
therefore that the oil negotiations should be started on a governmental basis, 
in The appointment of Ambassador should wait until the way had been cleared for a 
settle men! of the oil problem. 

5. In reply I made the following points :— 

{a) Her Majesty's Government were equally anxious to develop Anglo-Persian friendship 
and sec a strong independent and prosperous Persia. 

I ft I While 1 welcomed the Shah's willingness to help me by direct contact to settle our 
problems. I could not he put tn n position where I should be negotiating secretly 
with the Shah without the knowledge of Ns Prime Minister and Minister for Foreign 
AlTairs, Anything I said to the Shah 1 should also wish to be able to say to his 
Ministers, and I hoped they would be aware of the messages the Shall was sending 
me. 

(r) ! could give a solemn assurance that neither 1 nor my Government had any intention 
of interfering in Persian internal affairs. If such rumours came to the Shah's cars 
I should he gUid if he would discuss them with me immediately 
ui) Her Majesty’s Government was equally anxious for a speedy settle merit of the oil 
problem. My first task was exploratory and I had no solution in my pocket which 
I could show to the Shah. Wc would, however, welcome any realistic pioponaU 
that the Persian Government might care to let me have. In submitting such 
proposals the Shah should know that there wus no real demand in (he world lor 
Persian oil at the moment, and that any acceptable settlement would have to safe- 
guard (win bask principles, viz., payment for lair compensation and that Persia 
should not do better out of it than her neigh hours, 

(*) | had only n few hours previously been instructed by you to request agrjmmt of an 
Ambassador and 1 proposed to dui so when I saw (lie Minister for Foreign AlTairs 
early next week Tire question of when the Ambassador should arrive could, I 
thought, he mutually agreed hut I hoped the Shah would not dissent front my 
request of ogrfmmt* 

4, Please see my immediately following telegram. 


m 

Vfr, Wright r$ \tr . Eden {Received December 2ftl 

{No. !4 Confidential) Tehran, 

(Telegraphic) December 26, 1953 , 

My telegram No. 12. 

Some 5 hours after our fir^t talk Messrs, Perron and Shahrukh returned with a piece of 
paper allegedly selling out [he ShahA comments on our morning's discussion. 

2. \iter reading it I mi id l hat 3 WAS Still no! happy about the Shah's view that \ should 
deal with hint exclusively, even on certain nil matters, I fell that, since this was a malter so 
closely affecting Persian public opinion. 1 must he able to discus-, ii freely with his Minister for 
Foreign AlTairs J considered it imperative that I should retain his Ministers’ confidence and 
I could only do i his if J knew they were being kept informed of what the Shah was saying to 
me and vice versa, t suggested therefore that in order io clarify the position I should see the 
Shah. 

J. Perron und Shahrukh said they were witling to arrange a secret mooring vviih (he Shah 
though, in view of certain changes which the Shah was contemplating in the Government, il 
might be better if 1 saw him after bis return from the Gas plan, otherwise 1 might be accused 
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of interference in internal alTairs. I agreed that it would he better to wait, adding (hat l should 
not want to set the Shah without the knowledge of the Minister for Foreign AlTairs ; subject 
to this (whkh they dearly disliked) I hud no objection to the meeting being kept secret. 

4, Shahrukh asked me what were live views or Her Majesty's Government regarding the 
participation of ttic International Bank in our oil settlement- T replied along the lines of my 
brief and Shahrukh promised to let me have ihe Shah’s views on this in due course. 

5, I assured Shahrukh (hat Her Majesty's Government were determined to work hand in 
hand with the United Stales Government in Persia, I told him l wits already in the closest 
contact with Mr. Henderson nnd lhal 1 had no objection lo him telling the United Stalest 
Ambassador of his conversation with me. Shahrukh looked- a (idle shifty at this saying i ha I 
the Shah used other channels for his dealings with the Americans. 

ft. The United Slates Ambassador lias not hitherto come across Shahrukh and is inclined 
to think that this Lx a personal intrigue of Perron and Shahrukh, Until 1 have seen the Shah it 
will be difficult to confirm this. Another possibility of course is that the Shah, hopeful ot an 
early oil settlement is anxious to gel all the credit for it by keeping the strings m his own hands. 
In any ease 1 think it most important that l should not start off on Ihe wrong foot w ith Entc/am 
and unless you dissent, I propose when I see him next week, to give an account of (his discussion 
with Perron and Shahrukh, 

7 Please see my immediately following telegram. 


(4) 

Xfr. Wright to Mr. Etint. {Received December 2ft) 

(No. 15. Confidential) Tehran . 

(Telegraphic) December 26, 1953 „ 

My immediately preceding telegram. 

Following is text of message (landed to me yesterday by Shahrukh, 

AH matters of diplomatic routine including the oil matter should be discussed by you w ith 
Minister for Foreign Affairs (Mr. Eutczjun), 

All matters of high policy, <,e,, matters above or outside diplomatic routine should be 
presented to His Majesty through Mr. Perron and myself jointly. Since however the oil matter 
is of preliminary Hicl importance in relations with the two countries. His Majesty wishes that 
after you have made your study and reported to your Government and have received suggestions 
on the manner the Oil matter should be or could be billed, that you inform through this channel 
(Perron and myself) His Majesty in advance and before you present them to the Minister for 
Foreign Affairs you await His Majesty's approval or counter proposal. Hi us His Majesty 
wishes to avoid any serious difficulties arising during negotiations. 

His Majesty accepts principles suggested by your Government 

(i) that principle of compensation io the Anglo-1 ranian Oil Company should stand firm 
subject to A generous treatment by your Government, and 
(ill' that profits of Persia in oil should not be higher than in other countries of the Middle 
East though formula must be face-saving for the Persian Government, 

With regard tn the nomination of yoUf Ambassador. Hiv Majesty is not opposed to your 
approaching Mr. Enttvam for an agr^ment but HU Majesty emphatically wishes that 

(i) this should lie done without much publicity, and 

(ii) ihat the Ambassador conies when oil negotiations have reached their final stages near 

a settlement. 

His Majesty slates as reasons the following :— 

Etf) Persian public opinion lias already got used to Wright and regard him already with 
certain sympathy. Thus ii would be much easier to conduct negotiations with 
Wright without a new embarrassment. The Persians would thus keep favourably 
quiet until the results of the negotiations ate known, 

Eh) His Majesty wishes to make the best use of the day when the new British Ambassador 
presents his credentials lo His Majesty, Hi* Majesty intends lo s|>cak very friendly 
words which would subsequently switch over Pvisirin public opinion to a friendly 
spirit vis-ti-vis Britain. 

His Majesty wishes to add to this morning's statement that, in his conversation with 
Mr. Nixon, His Majesty did not only strongly suggest non-interference in ;hc internal alTairs 
of Persia, but His Majesty also emphatically asked Mr. Nixon, i.e.+ United Stales Government, 
to oo-ordinaie her policy in and for Persia with the United Kingdom, for otherwise it would 
be only the Russians who would profit. His Majesty wishes lo have real view of your Govern¬ 
ment on ihis point and would appreciate any suggestions your Government might have. 

On Sunday, December 27* His Mnjesty will leave,, for a holiday of 10 lo 12 days* for 
Ramsar on the Caspian. However an aircraft will stand ready for any message you may 
wish to convey to His Majesty through this channel. 
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(5> 

Mr. Ef&jr Nt ,lfr T Wright (Tehran) 

Foreign Office, 
December 28, 1953. 

Your telegrams Nos. 12, 14 and t5 <of December 26 : Shah's friends). 

[ entirely approve your language and I agree to suggestion in last sentence of paragraph 
6 of your telegram No. 14. 


(*} 

Mr Wrighi to Mr. Eden. (Received Dtcentber 29) 

(No. 22. Confidential) Tthron, 

(Telegraphic) December 29 f 1953, 

Your telegram No, 7 : The Shah** friends, 

3 saw Minister for foreign Affairs this morning. He said he was greatly worried by what 
I told him He thanked me for being frank with him. approved line E had taken and sod 
he would immediately late the matter up with the Prime Minister and the Shah, lie was 
clearly hurt that the Shah should be thus intriguing, behind his back. 


EP 15316/127 No, 107 

DISCUSSION WITH PERSIAN MINISTER FOR FOREIGN AFFAIRS 

ON THE OIL PROBLEM 

Mr, Wright to Mr. Eden, (Received December 30) 

(No. 25. Confidential) Tehran, 

(Telegraphic) December 29, 1953. 

Persian Oil. 

1 had my first talk this morning with the Minister for Foreign Affairs on the oil problem. 
He started by saying that although the Penman Government had not yet finally made up their 
minds they were thinking of a solution along the following lines 

UO Marketing to be done by a consortium of foreign companies in which no single com* 
pany should have a predominant share. I he Persian Government realised that 
without some such organisation they could not hope to find regular marked for 
oil, 

|i») Extraction and refining to be done by a Persian company, though the Persian Govern¬ 
ment realised some foreign assistance would be necessary in order to provide the 
marketing consortium with guaranteed amount and calculations. 

2 EntCAim stressed that this question of foreign assistance or management was a very 
difficult one for them and they were inclined to think that a solution acceptable to Persian 
public opinion might be found through the intermediary of the International Bank, but 3 was 
unable to draw him furl her on this, 

3 1 explained that from our point of view the most desirable solution would be the 
return of the Anglo-Iranian Oil Company, and asked whether he thought this possible. He 
yiid that he folly appreciated the position of the Aoglo-Iran tun Oil Company and Her Majesty's 
Government desiring to afford them full protection : nevertheless, he was certaia that public 
opinion in Persia would not tolerate the return of she company and any attempt by the Pcrsmtt 
Government to bring them back would greatly embarrass the Government and poison Anglo- 
Persian relations ncain. I then sounded him on die possibility of an Angled, ran inn Oil Cam- 
party survey party visiting Abadan. After a little hesitation he said Ik thought this might be 
possible hut he was obviously not happy with the idea and 1 did not give him an indication 
of the siw of the party the Anglo-1 raneaii Oil Company have in mind, 

4. | told Entenm that I had no authority to suggest Her Majesty's Government would 
accept the consortium idea (about which there 3m?. been a lot in the Press here Lately) but 
that he should know it won Ed be necessary for the Angio-lranian Oil Company to play a 
a major purl in an\ arrangement lhai might be worked out t wc could not agree to l he Angki- 
Iranian Oil Company being displaced by other British companies, 

5. 1 stressed our two basic principles of fair compensation and Persia not doing better 
out of her oil than her neighbours. Emczani said be fully accepted the importance of thpsi 
principles, hut I got no response when 1 a^ked how he would reconcile them with the existing 
Persian laws. 
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6- 1 found it diUkuii to pin Entezant down to details. He claimed that he was not an 
oil expert and that the Persian Government's ideas were still tentative, 3 explained my 
anxiety to explore the oil question as widely as possible and he i$ arranging for me to sec the 
Prime Minister within a few days. In the meantime it would be useful to know whether 1 
should now try to point out the impracticability of separating the production and marketing 
sides of any arrangement, since it looks as if Persian thoughts an? crystallising on these lines. 

7. hntezam was most friendly throughout. He harped briefly on the past (India Office 
influence in Bahrain and interference by the Anglo-Iranian. Oil Company) but was equally 
critical of past Persian weakness and intrigue which was, he said, largely responsible for Her 
Majesty's Government s distrust of Persia during recent years. He much hoped that we could 
now start afresh wish mutual confidence on both sides and said that generous treatment on 
rhe oil problem would be a great help to this end. 

Please puss Saving to Washington as my telegram No, I. 

(Repeated Saving to Washington.) 


EP 1015/2 No. 108 

THE FORTHCOMING PERSIAN ELECTIONS 

Mr. Wright to Mr. Eden. (Received January 5, 1954) 

(No. I, Confidential) Tehran, 

Sir. December 3f, I953 r 

As you will iv? aware the Shah recently dissolved the Majlis and decreed new elections in 
both houses (Dr, Musaddiq having abolished the Senate earlier in the year). 1 now have the 
honour to report that the Persian Government wislt to hold the elec hems -con and as near 
as passible simultaneously in all districts. The administrative problem in outlying areas in 
winter is expected to cause a lew weeks'delay, and it seems unlikely that there will be a working 
Parliament for at least another two months, 

2. Over 3.000 candidates are reported to have pul their names forward for the 136 seats 
in the Majlis and the 30 elected scats in the Senate (where the Shah nominates the other 30). 
They will have to pass the scrutiny of regional electors! commissions under the auspices of the 
Ministry of the Interior. 

3. The local press is showing great interest in the elections. Several newspapers deplore 
the continued lack of serious political parties in Persia, pointing out that without them demo¬ 
cracy cannot exist. 

4. The Government appear confident that they can si age < he elect ions without bluodshcd. 
They intend to overhaul the security machine In the interval. So far no additional security 
measures have been imposed, in fact troops have recently been withdrawn from the grounds 
of Tehran University w here they had been stationed for some time. 

5. According to the United Slates Embassy, the Shah and the Prime Minister are satis¬ 
fied that they can exercise effective control over the acceptance of candidates by the electoral 
commissions". Bui as one newspaper 1ms pointed out, when warning the Government not to 
abuse their powers, attempts by previous Governments to pack the Majlis hare failed. Itiere 
is a considerable body of opinion here which holds that Dr. Musaddiq and other extreme 
Nationalists still enjoy a greater measure of popular support than the present regime. The 
latter may well have "as much difficulty as previous Governments in controlling the Majlis, 
however carefully the candidates are selected and may even find it turning against them. 

6 Little has been heard of the Tudch Party since our arrival One newspaper reports 
that they have abandoned hope of insinuating candidates into the lists and have decided to 
boycott "the elections. Ft seems unlikely that they would give up so easily, 

I have, &t. 

DENNIS WRIGHT. 


EP 1018/1 No. 109 

PERSIA : QUARTERLY POLITICAL REPORT 

October-Dtcvtnber. 1953 

Eastern Department 

Confidential) December 31,1953. 

When General £uhedi came to power in August 1953 it was uncertain how long ho would 
stay in power, what his policy would be and who would support him. By the end of the year 
there were fewer ambiguities. General Zahcdi was not a caretaker, to be replaced by (he Shah's 
whim or overturned by a Tudeh conspiracy t his policy was to maintain order ami to work for 
an oil settlement ; he had eschewed the support of the anti*Musaddiq nationalists ; and he 
still relied primarily on the security forces. 
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2. This, dearer picture nevertheless hud plenty or shadow in it : she Government were 
unpopular, and had no obvious achievement of domestic reform to set against the loss of 
nationalist support. Economically, Persia was dependent on United Stales aid, which had 
been u*ed purely lo balance (.he budget, and the cost of living had mounted since Musaddtq 
fen ; and the Shah, still jealous and suspicious of any strong Prime Minister, had not given 
the Government his full support or renounced his freedom !o intrigue against them,, 

fnierrmt Affairs 

3, At the loginning of ihe quarter General Zahedis Government were regarded by many 
as little more than a stopgap which would not remain long in being. This encouraged the 
usual Tehran intrigues and the Government faced other serious internal problems, notably 
the continued existence of the Tudeh, (he (rial of Dr Nfusaddiq* the absence of a workable 
Parliament and (he growing opposition of the extreme nationalists such as Kashnni, Baqai and 
Maltki who had broken with Dr Mu$addiq before has fall but were far from being in sympathy 
with the new regime, In all these problems, General Zahcda had the grcatesl difficulty in 
carrying the Shah with him t for the Ruler seemed to have learnt nothing from his narrow 
escape in August, was still reluctant to give loyal and wholehearted support to his Prime 
Minister and seemed always ready to exploit opportunities of weakening the latter’s position, 

q, The Government renewed their efforts to 'mppress the Tudeh, making little distinction 
between supporters of that party and those of Dr. Musaddiq, whose champions the Tudeh 
claimed to be and with whose remaining supporters they were co-operating, A further 200 
persons were arrested on October I. On October 4 a communique gave the military courts 
extensive powers to deal with Communist activity and disorders in the University and the 
Bazaar were firmly suppressed. Martial Law was applied to the whole of the railway system. 
On October 20 three ratings of the Navy were shot as saboteurs and two days later Martial 
l aw was, declared throughout Khuristan. On November 3, after an alleged plot to assassinate 
the Shah, 300 more persons were arrested, including. 30 Naval officers and ratings. The Tudeh 
and Di MusaddiqN supporters concerted :i final effort to organise strike* and demonstration* 
on November 12 after Dr- Musaddtq s trial had begun, but were routed by strong security 
forces, 

5, Relative calm followed. The campaign against the Tudeh had not been fully successful, 
since the leaders had as usual escaped and there were still many Tudeh member* in Government 
Departments and the armed forces. But the Party nevertheless had suffered a definite reverse, 
which was later identified by its failure in December to create serious disturbances during the 
visit of the Viced'resident of the United States. Even if it* hard core remained untouched* its 
overt activities were virtually nl a standstill. 

b. The Government tvere less, successful in other directions. I he bhait refused at first 
to dissolve the Majlis, 23 of whose members had never resigned ; and General Zohedi himself 
apparently believed, perhaps naivety* that he could govern more effectively with the support of 
a legislature ihan without ii. Sporadic parliament ry activity began with a meeting of I he 23 
members of the Majlis on October 1. Naturally enough they opposed i\ dissolution, and the 
Prime Minister himself preferred to increase the Majlis to 80 by holding cleciions in those 57 
constituencies w litre elections had not been completed in l ! >52. But the simultaneous informal 
meetings of the Senate (which the Shah find dissolved ai Musaddtq's behest! aroused much 
opposition ; and the revival of political activity emphasised the dangers of leaving the nationalist 
demagogues with their parliamentary immunity, which would end only with a dissolution. 

7. These men (KashanU Makki and LUqaij were already beginning to constitute & new 
National From. They were not yet in avowed opposition but were prepared lo pounce 
upon any deviation from a " national " policy* particularly in the spheres of oil and foreign 
affairs, “Shahid " ihc newspaper of Dr, Baqai and hi* ” Toilers Party”* was now in effect 
ihc only up portion paper, all others having been either physically desiroyed by the Shah's 
supporters on August 19 or suppressed immediately after, As first General Zuhedi treated the 
nationalist leader* gently, although he acted firmly against any of ilteir supporters who disturbed 
ihe peace. In particular Kashani, with whom he had (tacit in close contact in ihc days of 
ihcir common opposition to Dr Musaddtq, was treated with some respect and allowed time 
on Tehran’s radio to propound his a ill (-British views. 

H, The Government's ril'i with the nationalists became complete over the resumption or 
diplomatic relations with the United Kingdom, Kashant firsi pleaded with, then threatened, 
the Government and finally called for a day of public mourning. Dr. Baqai and hi* newspaper 
** Shahid ” went into open opposition. Except however for some University rioting,, which 
was again firmly suppressed* there was no popular reaction. The suppression of “Shahid " 
left no men opposition newspaper and General Zuhcdi at laid persuaded (He Shah io dissolve 
the Majlis, in a decree of December 3 7 which also dissolved the Senate, whose previous dissolu¬ 
tion was convenienlly overlooked. Ihe Government immediately set about siagure elections, 
bin ran at once into difficulties with the Shah and hi* relations over [he nomination of 
candidates. 

77u trial of £>r. MmadtSq 

9. The (rial was repeatedly postponed. The Shah a* Head of ihc Armed Forces claimed 
full control of ihc Military Court and insisted on a public trial. Despite the Government s 
repeated attacks Dr. Musaddiq’s halo survived and the press reflected a widespread opinion that 
despite his failure he had led a " noble experiment 
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10. The trial even! a ally began on Novembci 8. After the first lew days, during which the 
Prosecutor made an effective case and the President kept control of the Court* the proceedings 
degenerated, apparently ax an effect of the Shah's solicitude for a fair trial ; Dr. Musaddiq 
shouted, wept and fainted his wav through interminable declamations, threatening hunger 
strikes and occasionally kicking hi* lawyer. His defence, in so far as he made one, was chat 
legislation he himself had promulgated rendered Lite court incompetent lo try him, that fie had 
believed the Shah's firman of dismissal to be a forgery and that the Shah could not dismiss 
him without Majlis approval. As (he trial was concluding, on December 21, (he Shah again 
intervened with a published Idler forgiving Musaddtq feu hi* crimes in view of his earlier 
services to the nationalisation campaign which, the Shah declared, he himself still supported. 
Ihe Court sen fenced Musaddiq only to three years’solitary confinement, Brigadier Riahi, 
the former Chief of Si till’ who was tried with Dr. Musaddiq* was sentenced to I wo year*' 
detention and dismissal from the army. Both immediately appealed. 

Relations with Her Majesty's Government and the off tfirtstfo/i 

11. These two related problems were, naturally, tin; principal foreign preoccupation of 
the Persian Government, who showed at first little readiness to grasp either nettle. The l mited 
States Government, however, through (heir Ambassador at Tehran, impressed on the Persian 
Govern mtni that an early oil settlement was essential eo the health of Persia’* finances and 
that to reach one, and to restore her international position, she should resume relations with 
Her Majesty's Government as soon as possible. The Persian Government, afraid of the still 
strong a ml (-British feeling, were inclined to want an oil settlement (or at least some under¬ 
standing on oil) before a resumption of relations, while Her Majesty's Government preferred 
first lo resume relations : (hat course was desirable on its own merits, and would facilitate 
oil talks. 

32. Accordingly the Secretary of State sent on October 9 a private message urging an 
immediate resumption (in reply lo a Persian Court enquiry whose exact source was not clear) 
and on October 20* in Parliament, offered friendship and resumed relations, 

13* Meanwhile, wiih the full agreement of Iter Majesty’s Government, the State Depart¬ 
ment's Oil Adviser, Mr, H. Hoover, Jnr, had reached Ichran on October 17, in order to discover 
wfiat solution to the oil question the Persian Government had in mind and to explain to them 
the facts of the world oil situation. The second task proved the easier. The Persian Govern¬ 
ment began to realise that the world was run crying out for Persian oil, that st could be told 
only by the big companies, and that the latter would not pay more for it than for other Middle 
Fast oil. But Persian ideas on a settlement proved extremely vague and impractical, nor did 
the Government, or the advisers they had summoned, accept the need fiur foreign management 
of production, 

14. On leaving Tehran (November 3) Mr, Hoover visited London and found Her 
Majesty’s Government preoccupied with the diplomatic side of the problem. 3 lie Persian 
Government in a message of October 30 had urged the need for some progress at least towards 
an oil settlement before Persian public opinion would accept diplomatic relations : perhaps 
an unofficial British emissary might visit Tehran for the purpose (an infelicitous and unaccept¬ 
able suggestion apparently emanating from the Swiss Minister in Tehran), In a reply da led 
November 14 the Secretary of Stale undertook lo consider w r ay^ by w hich I ter Majesty's 
Government could render a diplomatic resumption less unacceptable to Persian public opinion ; 
and ten days Inter he sent to Tehran a draft communique. This, aftei announcing the resump¬ 
tion of relations, would express Her Majesty's Government’s confidence thai thereafter an oil 
settlement could be reached which would be just and honourable and take account of Persian 
“ national aspirations*'. The Persian Government still hesitated ; but internal law and order 
were now such as to increase their self-confidence, there was an encouraging reference by Her 
Majesty’s Government to nationalisation in a Parliamentary answer on November 25. and, 
above all, Mr, Henderson* the United Styles Ambassador, continued unremittingly to press 
(hem to accept Her Majesty’s Government's proposal. Eventually, after securing rather 
perfunctory appro-vat from a group of “ elder statesmen “ and (he rump Majlis, they agreed to 
ihe issue of the communique on December 5. Mr. D. A. H* Wright, Her Majesty’s Chargi 
d‘Altai res. thereupon reached Tehran on December 21 (his conversations with the Persian 
Government had hardly passed ihc ceremonial stage by tfic end of ifie year, and nothing more 
w ill be said of them in this report), 

15. Meanwhile Her Majesty's Government had been considering, with the Anglo-1 ran iuh 
O il Company and the United Stales Government I represented by Mr. Hoover) w hal lo do next 
about oil. The cmx of the problem wa'i the position of the Anglo-Iranian Oil Company, 
Mr. Hoover and the United Stales Ambassador at Tehran hod reached the conclusion that (he 
Persians would never again put their oil into the hands of that Company, however disguised. 
Her Majesty's Government had no reason to disagree, but they owed it to (he A-I.O.C, (who 
tended to suspect (ho United Stales’ authorities of interested motives) mid to British opinion 
to see for themselves, through the report* lo be sen! by the Charge d’Affaires, before deciding 
to work towards the multi-national consortium advocated by Mr, Hoover. Mr. Wright’s 
instructions (Foreign Office despatch (o Tehran No. 2 of December [7, 1953) were drafted 
accordingly. 
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)6. Ii was fairly dear, however, what the tefiour of Mr. Wright** reports on this point 
would be : and in order that a consortium solution, once decided in principle, should not be 
unduly delayed, die A LO.C. with the full approval of Her Majesty's Government, began on 
December 14 hypothetical and exploratory talks with the other main oil Companies who might 
enter the group. 

Oihtt Foreign Refaiims 

17. The relations of the United States Ambassador with the Persian Government remained 
extremely close ; indeed, he ft® frequently called upon to mediate between the Shah and his 
Prime Minister. The visit to Tehran of ihe Vice*President of the United States from December 
7 to December 9 was a success, General Zuhedi also reversed Dr. Musaddiqs policy of 
squabbling with his immediate neighbours, and Persia's relations with Iraq and Turkey 
improved. 

jg Mihough Communist propaganda consistently attacked General ZahedL he main¬ 
tained as correct relations w ith the U-S.S.R. as possible, though both Governments had occasion 
to Complain of the other'* Press. Peno Soviet negotiation^, ” for a settlement of outstanding 
differences" were resumed at the end of the year but made no progress. 

Economic 

19. The grant in September of ¥45 million ofUriiled Stale* aid to Persia, oyer and above 
assistance under “ Point Four “ and other programmes, had just aver led a serious financial 
crisis. At one time in October it appeared that the Hank Mctli might have to close its doors, 
but the danger passed as United Slates aid nnd a good harvest took effect. The A met lean aid 
was chiefly used, through sale* of dollars for rials, to balance the ordinary budget ; and some 
dollar* were used as cover for an additional note issue, Hut at least pari of the rial equivalent 
wa* devoted to a programme of public work* designed to reduce unemployment. The Shah 
resumed the distribution of Crown lands which Dr, Musaddiq had interrupted, and the Govern¬ 
ment began a .imilar distribution of State lands. 

20, T he Government's exchange policy was unwelcome to merchant* w ho had profited 
from |Ik t/msei fain* of Dr. Musaddiq, since his steady devaluation of the rial had stimulated 
exports and provided revenue lor the producers of csport commodities. General Zahedi's 
Government revalued the rial, in order to encourage purchases of United States aid dollars 
and ihi!' to bring iri cash. Despite resistance from merchants tbe Government were able to 
restore the cash holdings of the Bank Melli, which ended the year in a strongei position than 
at any lime since I95L 

21 On November it the French Government granted a credit of Fr 5,000 million for 
engineering good* to be supplied to the Seven Year Plan. A credit of up to 5b0 million was 
reported to have been offered by a group ol German business men with possible further credit 
up to 1200 million. Iter Majesty's Government were able to offer delivery on long-term credit 
of 24 locomoti*e* which had been on order to the Persian Railways in 1951. A decree designed 
to encourage foreign investment was promulgated on Dceembei 17. 

22 The Persian economy was thus Sided over a period of considerable danger, but Persia 
continued to live on charily. ' It was ckai that within a few months she would face another 
economic crisis unless she"secured more United State* aid or an oil settlement capable of 
bringing her substantial revenues. 
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POLITICAL SUMMARY 
Period December 1952-January 1955 

Easter* i Dr par intent, 

(Confidential) February IL m3. 

Foreign Affairs 

Foreign Affair* took second place during the period under review'. 

2 . Relation* with the United Slates, were disturbed by discourteous and violent speeches 
made by the powerful Deputy Makki, who, on his return from a lour of the United States a* 
guest 11f the Administration and of the Inter national Bank. attacked the United State* Govern¬ 
ment and Mr. Acheson in particular. There was some criticism in the Majlis of the Point IV 
organisation and sporadic demons t rat ions again*! its employees, besides a continual barrage 
of anU-Pohl IV propaganda in the Tudch press. 


3. The Sovict-Persian Agreement on the Caspian Fisheries was due to expire at the 
end of January, In mid-Decern her the Deputy Zulfiqaci, who had 1 ought against Azerbaijani, 
forces in 1946, alleged, reportedly on the basis of material supplied by the Persian General 
Staff, dial the Caspian Fisheries were being used for Soviet espionage and subversion. In 
prompt reply to a Soviet Note whose contents were not made public, the Persian Goveinmcni 
on 27th January declared that they would not renew the concession but would avail them¬ 
selves of the provisions of the Agreement whereby the assets of the joint Persian-Soviet Com¬ 
pany which at prevent exploits the Fisheries, are to be divided between the two Governments, 
ihe tend they occupy being returned to Persia. 

4. U appeared that the Persian Government were somewhat embarrassed by the cam¬ 
paign led by Kasbani for Islamic and ~ anti-imperialist " solidarity. No definite date was 
lived for hi* proposed Pan-Islamic Congress and hi* call for a nation-wide stoppage of work 
in sympathy with the rioters in Iraq was not followed by Persian Government department*. 
However, the Persian Government were unable publicly to dissociate themselves from 
Kashani's various "ami-imperialist" initiatives {for example, his messages to the United 
Nations and to the World Pence Conference in Vienna). The Minister for 1 orcign Affairs 
replying to Arab suggestions that Persia should join the Arab States in their campaign against 
Western Germany, pointed out that the Arab Stales had given Persia little help with her own 
nationalist aspirations. 

on 

5. The United Stales Government's long-awaited statement about sate* of Persian oil. 
issued on bth December, made it clear that the United Slates Government could tict and 
would not prevent sale*, of Persian oil before the oil dispute had been settled, but pointed out 
that such sates were no substitute for an oil settlement which alone was capable of reactivating 
the Persian oil industry. The Persian Foreign Minister met this statement with urbanity and 
only regretted that the United States was still giving economic support to Britain, 

6. The visit of Mr. Byrouile to London and Mr. Henderson's impending return to 
Tehran were the occasion of intensive Anglo-United States discussion* on the next step to be 
made in ihe oil dispute. The United Slates Government were dissuaded from: abandoning 
the Joint Proposals pul forward in August in favour of a. plan for lump-sum compensation 
and for unconditional financial help, should a settlement be further delayed. The two Govern, 
merits finally agreed to suck Persian agreement to international arbitration on compensation, 
to the payment (subject to certain conditions) of slOG million a* an advance on purchases of 
oil by a United States Government Agency and to a Persian undertaking to enter into a long- 
term sates contract with a new i ‘ international company " in which the A.TO.C would partici¬ 
pate— the whole to he regarded as a ** package ", 

7. Mr. Henderson returned to I'eh ran on 23rd December and bad a series of meetings 
with Dr. Musaddiq, in which two major objection* previously raised b> ihc laitci appeared 
lo have been overcome. Ur. Musaddiq agreed that the loss of future profits could be taken 
into account in fixing compensation for the AJ.Q.C, and that Persia would be prepared to 
negotiate for the sale or oil to the proposed “ International company ” on commercial icrim. 
Thereafter, intensive preparations were made for the formal presentation of the nest proposals 
and the Persian-British negotiations which it was anticipated would follow. Dr. Musaddiq. 
however, soon began to buck out, He objected to linking the proposed sale of oil lo the 
United State* Government to a long-term contract with the proposed M international com¬ 
pany ", lie refused to include loss of profits in the terms of reference for arbitration, though, 
characteristically, he also said that he might agree if same limit were first fixed cm the total 
compensation to be awarded. Mr. Henderson, who had evidently staked a lot on the negotia¬ 
tions and had been responsible for various change* in the original proposal* to ensure (as be 
thought) that Dr, Mtjtuddiq accepted them, confessed himself discouraged. Although one 
essential feature of ihc new proposals the linking of oil purchases by ihc United Stales 
Government with a long-term contract—had leaked from Washington to Tehran before 
Mr, J lender son’s return and there been criticised, there was surprisingly hllte publicity or 
public excitement in Tehran. This was interpreted in Washington and London as a favour¬ 
able sign. 

S. The second foreign tanker to visit Abadan, the Italian s.$. Mirietta. arrived in Abadan 
on 20th January and sailed the next day with a cargo of oil Ii was at first I incorrectly) 
believed thai (his cargo was ultimately destined for Poland, This alarmed the United Stales 
Government who made strong representations to the Italian Government. 

Internal Affairs 

9, The quarrel between the Governtnent anti the Majlis which arose from tin abusive 
speech by Dr. Raqa'i at the end of November on the question of measures to be la ken against 
Qavam-us-Saltanch was eventually settled on 4 th December when ihc Majlis gave Dr, Musaddiq 
a vote of confidence. Ute reconciliation did not last long, A week or two later there arose 
a controversy over the appointments of Dr, Faltah, a former employee of the A I.G.C., as 
refineries manager at Abadan and ol General Dalian. I hie! ol Police under Kuzma la, a* 
Head ol the new Custom* Police. Dr Baqa’t, and those who had supported him in his previous 
disagreement with the Government, again violently criticised it. and Makki, who had been 
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appointed a member of the Supreme Council of the N.FOX-, resigned from that office. On 
Christmas Day there were violent scenes in the Majlis, Kasha rd himself was ill and absent, 
but his partisans joined in (he attack on ihe Government, 

10. A fresh cause of discord was the new Electoral Law. The Majlis were particularly 
concerned lot its provisions should be used to suspend the present Majlis, On 4th January 
a resolution «.a s tabled in the Majlis calling on the Government not to use the Prime Minister's 
i'lilI powers to dissolve the present Majlis, Next day Dr. Musaddiq broadcast a violent speech, 
attacking the sponsors of this resolution as foreign agents and duly received a vote of confidence. 

11. He followed up this success on &ih January by requesting an extension of his full 
powers for a further year. This provoked furious opposition, not only from Dr. Elaqa’i and 
his friends but also from Kashuni, who on ISth January sent a letter to the Majlis declaring 
the proposal unconstitutional Makki threatened to resign his scat in the Majlis. MuSHdtq, 
however, was able to pul the whole machine of" public opinion (telegrams from the pro¬ 
vinces,. meetings in telegraph offices and so on) into operation and in a broadcast asserted 
that these full powers were necessary for his oil negotiations. On I9ih January the Govern¬ 
ment secured « vote of confidence by 59 votes to l. with 6 abstentions. Kasha ni thereupon 
addressed a second letter to Dr. Musaddiq. pointedly reminding hint of his previous opposition 
to the delegation of power from the legislature to the executive, and stressing the dangerous 
precedent set up. In a broadcast on 22nd January, Dr. Muxuddiq pointed out that nil legisla¬ 
tion promulgated under his full powers was subject to Majlis approval within three months. 
On the 27ih Musaddiq and Kashani issued a joint statement stressing the need for unity in the 
national cause. 

12. Tlie rift within the National From had thus been at least covered over for the time 
being, but it had lasted lor two months and produced a consistent line-up of forces on both 
sides. The opposition had been led by Dr. liaqa'i and included Kashuni and his lieutenants. 
Dr. Mu sudd iq was supported by Dr. Shu yi gun, by the Iran Party ami by Maliki and his *' Third 
Force," a split from Dr. BaqaTs party. Miikkl, unwilling to compromise his influence with 
cither side, sat con.,latently on the fence, and was absent from the Majlis when the final vote 
of confidence was taken. Neither side attempted to secure Tudch supper), and fiaqa'i and 
Kashaiii's lieutenants hud spoken out against the Tudch. Kashaiu's personal attitude to the 
Tudch Party had, however, remained equivocal. 

13. The Tudch Party have been marking lime during th at two months and their demon- 
sirations have not been notably Successful. They could no) secure much Support for anti* 
Government demonstrations on " Azerbaijan Day " |3 2th December), But their newspapers 
continue to appear in spite of the new and more stringent press law, which was passed at the 
beginning of December, Their propaganda has followed the stock lines—attacks on American 
influence in Persia and particularly on Point I V, and on (he Government as an American tool, 
suppressing the “ popular musses ” with its legislation. In (heir campaign against the internal 
security law and Lhe press law the Tudeh were on common ground with Baqal and his fol¬ 
lowers, but the Party do not appear fo have made any serious atlempi Eo profit by the dis- 
Mflsions in the National Front and Tudeh newspapers attacked both factions indifferently as 
" two wings, of the ruling clique ". It was notable that the Tudeh vigorously supported ihe 
feminist "voles for women” campaign, ihough they thus forfeited the sympathy of the 
Kashuni fiiclion. However, it does riot appear that any such attacks were made on the person 
of Kashani and one pra-Tudeh paper took the occasion io praise Iris *' anli-imperialist" past. 

14. A message from Kashani was read at the Vienna Peace Conference where Persia was 
represented by, among others, two Shia divines. On the return of the delegation, one of these 
divine was met at Qitm with some hostile demonstrations and was exiled to Shiraz. 

Economic Affairs 

15. According to in for mat ion given in confidence to United Slates sources the addition 
to the note circulation over and above the previously authorised total was, m the end of 1952, 
1,500 million rials, one-Utird of winch was held in the note reserve, The Government continue 
lo deny reports* in connection with the mission of Monsieur Gull, ihst additions to the note 
issue were being contemplated. The Persian economy may now be reaching the point wheie 
inflation will no longer be masked by large stocks of goods and indeed the Bank Melli have 
already taken the deflationary step of selling gold on the open market. 

16 . The Budget for the next Persian financial year which begins on 21 si March, ] 1 >53 T 
wns presented at she beginning of January. Although ihe Minister of Finance announced in 
the Majlis ihat the contemplated deficit wan only 54 million rials, the detailed figures published 
on 5th January would appear to shew a much larger deficit, receipts being only 75 per cent, 
of expenditure. Figures of foreign trade fo? March-—November 1952 published by the Persian 
Government on 29iTi December show' a visible deficit of only 160 million rials (approximately 
£1,600.0013) These figures laken together confirm the impression that it is the internal raiher 
than the external balance which lias suffered from the stoppage of foreign oil sales. 
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MONTHLY SUMMARY 
Period February 1953 

Eastern DfportmmK 

{Confidential) March 17 , 1953. 

The United Slates Ambassador again pul forward proposals for the settlement of the oil 
dispute agreed between the United States Government and Her Majesty's Government : but 
the Persian Prime Miniver once more started to go back on his previous statements. His 
failure to reach a settlement began to weaken his internal position and there was such open 
resistance to him that he narrowly escaped a fall at die end of the month. 


I on ian A ffairs 

2. On 2nd February the Soviet Embassy in Tehran replied to the Persian note about 
the Caspian fisheries, accepting the Persian refusal to renew the concession but stressing the 
henefi[$ conferred by it on Persia and draw ing attention to the provisions which prevent Pcisia’s 
giving ihe concession to ary other foreigners or employing them in it for a period of twenty-five 
years. Bcuh the Soviet and Persian Governments at once nominated representatives to discuss 
the liquidation, of the company, but by ihe end of February no offers had been made by the 
Soviet side to buy Persian fish,'which was reported to be piling up unmanageably, The Soviet 
Government contributed on a generous scale lo alleviating distress caused by the earthquake 
and to I lie current anti-locust campaign, 

1 The Untied States Government found themselves in hot water when the AViv York 
Times secured the text of a private letter to the State Department from % retired United States 
diplomatist, who suggested the establishment of an independent State in South Persia with a 
Western orientation. It was quite easy for the State Deportment to reply that the writer had 
no longer any official position, and had written in his private capacity, but less easy to explain 
why the ilem had been carried on the “ Voice of America,'' 

4. There were reports of friction on the Perssanriraqi frontier in Kurdistan and a clash 
involving loss of life on 6th February. The Persian Minister for Foreign Affairs protested to 
the Iraqi Embassy, 

on 

5. Dr, Musaddiq, having as good as rejected the offer made to him in January, licgan 
to make American flesh creep with hints of what he would do failing a more palatable proposal. 
He would sell oil at a 50 per cent, discount : he would even sell it to anybody at any price 
he eoutd get. These threats, coupled with the greater number of tankers now available to 
carry Persia's ail, were not without effort on the United States Government. They pressed 
Her Majesty’s Government to follow up Musaddiq's suggestion, referred to in paragraph 7 of 
llie Inst political summary, that he might consider including future profits in the terms of 
reference for arbitration iTsome ceiling could be put on the compensation award commensurate 
with Persia's ability to pay. F-vcntually, Her Majesty's Government agreed that Mr. I lenderSOn 
could put to Dr, Mujaddiq, as an alternative to the original proposal of 15th January., a new 
suggestion designed lo limit the period over which compensation would be payable and to 
allow the Persians to pay it partly in oil. The United States Government, for their pare, 
undertook to support these proposals Hilly and to disengage if Dr. Musaddiq rejected them. 
When the proposals were submitted to him on 2£>ih February, he bliihclv ignored his previous 
undertaking, objected strongly to the terms of reference for arbitration, and later even had the 
audacity to protest against the mention of a United Kingdom Nationalisation Low -an idea 
which he had himself originated. Later (23rd Fcbriuuy) lie attempted to start a new hare by a 
proposed redraft of ihe terms of reference, but without being prepared to state that, if he were 
met on this, he would accept the rest of the proposals us they stood. Mr, 1 Icnderson gave him 
practicalty no encouragement A specimen of Persian H couuteT-daims ” was given by a 
report that the Persia n customs calculated she duty due from the Anglo-Irani an Oil Company 
at ahoui £70 million. 

6. On I4fh February the Italian tanker s.s. 3 fineiUi unloaded her Cargo of lumace oil 
At Venice. Legal representatives of both panics to the dispute were awaiting her. and the 
Anglo*Iranian Oil Company succeeded iri immobilising (he oil pending the hearing an 
application for its judicial sequestration. 


Interna! A ffairs 

7, liie split among Musnddiq's supporters which had opened so wide in January proved 
to have been temporarily covered over. Early in February a number of Deputies who had 
opposed Musaddiq before resigned from the pari lament ary group of the National Front and 
Kashani made it plain that he had not abated his opposition lo Dr. Musaddiq's full powers. 
The two parties were dearly ranged against each other in the debates on prohibition, on which 
Kushanrs supporters insisted ; Government spokesmen referred to the prospective loss of 
revenue (about f2l million a year) and enjoined caution : but the Bill passed ihe Majlis on 
8th February. The discontent of two other groups became politically important—the army 
officers, nearly 1.200 of whom have now been forcibly relired since July 19?2 T and the civil 
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servants, whose salaries and positions Musaddiq was menacing. The officers’ grievances were 
voiced in the Majlis by, among others, Mr. Mir Ashrafi, who is held to speak for the Court ; 
and on 22nd February the Majlis debated the grievances of the civil servants with resultant 
disorder and uproar. Meanwhile, fighting had broken out in K.hu/istan between Government 
forces and a dissident Dakhtinri chief and bis followers. 

g. in ihe middle of [lie month rumours began to circulate that Dr, Musaddiq's oil 
negotiations were about to break down and at once weakened his position. The over-ambitious 
General Zahedi seems to have been very active in promoting opposition, encouraged possibly 
hv the Shah or come members &' his entourage. At any rate, this was what Dr, Musaddiq 
affected to believe and from about 39th February onwards the Government propaganda 
machine launched a Full-scale attack on all those opposing Dr. Mu*addiq, as foreign agents 
and saboteurs of the oil negotiations, and on the Court in particular. A snore definite quarrel 
was picked with the latter by Government pretensions to appropriate Crown property. Dr. 
Musaddiq perhaps calculated that he would soon intimidate I he Court, whose capitulation 
would discourage the other.-* In a tang audience with the Shah on the 24th he evidently 
threatened to resign and secured an undertaking by the Shah to leave the country, lor a time 
at least. The Shah's intention w kept secret until the morning of 28th February (the day ol 
hiii intended departure^ \s soon as the news reached kuslmni (according to newspaper 
reports, in a letter from (he Shah) he summoned an emergency meeting of the Majlis and soon 
had demonVtctuors on i» the streets clamouring professions of loyalty, until the Shah announced 
that, in deference to public opinion, he would not go on his proposed journey. The mob 
then, under tire leadership of cerlain retired army officers, repaired to the house of Dr . Musaddiq, 
who considered himself threatened and took to flight in hi* pyjamas. His confidence returned 
ovc-r the ne.M couple of days and by 3rd March it was clear Hut Kashani and the elements 
that had supported him had suffered a reverse. The Tudeh had taken the occasion to demon¬ 
strate against the Shah, but Dr. Musaddiq's supporters had in the main rejected their alliance, 
and av soon as order was restored there were widespread arrests of fudeh partisans, as (here 
were of dissident army officers. 

l .i. On 12th February there was an earthquake at Torud nuar Shahrud, about miles 
east of Tehran), w hich was reported to bas e cost over a thousand lives. 

Economic 

10. It dots not appear that the budget mentioned in paragraph 16 of the last summary 
has yet been discussed by the Majlis. Meanwhile, the Ehirsian Government has still not 
officially admitted to the issue of notes over the authorised total : but the Governor of (he 
Hank MeUi + who on 2nd E ebruary denied any such issue, Inter admitted that the Gull mission 
had recommended an increased note circulation, white adding that the bank would not encourage 
inflation. Newspapers reported a decision to add I billion rials to the circutfklion, Inflation* 
in face, continued, and both gold and Foreign exchange increased in rial value by roughly 
(> per cent, over the month The Bank Mclli stopped selling gold on Itith February, which 
naturally raised gold prices, and adverse reports of the oil negotiations (and the immobilisation 
of the Mir kite's oil) affected foreign exchange rates. 

LI. Et was announced thin rail-Laying would begin in (he New Year (after 21st March) 
on the Tabriz line from Mianeh to Maregheh, which should be completed in four months. 
Thereafter, rails would be laid (when available) on |hc Meshed line from Shahrud to Nishnpuf. 

12. Dr. Fatimi announced that Mr. Abul llassan Ibiihaj, lately Persian Ambassador in 
Paris, would he prosocutcd for an alleged dereliction of duty during his governorship of (he 
Dank Mclli, when sterling was devalued, Mr ibiihaj is. in fact, no less fervent, though more 
imcllicenl, a nationalist than Dr. Musaddiq, and ihe motive of this attack is probably political 
and personal dislike. He and his wife were close to Princess Atiiraf, and his quick temper, 
uncompromising honesty and somewhat autocratic behaviour have long mude him unpopular 
with politicians. 
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MONTHLY SUMMARY 

Per tad M arch-April 1953 

Eastern Department. 

Uity 7* /£5J* 

I he peri lnJ has seen a continuation of the internal struggle for power between Dr. Musaddiq 
and his opponents, a struggle which has c\pressed itself principally in the quarrel between the 
Prime Minister and the Shah, and is not yet resolved, 

Internal Affairs 

2. The present phase of this struggle for power dates from February 19 (paragraph n of 
the Monthly Summary on I'ersw for l ebruary 1953 ; hi’ 101 ,■ 2), when MusttaJiq chose, id 
bring his tang-smouldcring quarrel with the Shah to a head. His previous toleration of the 
Shah wav prompted by pohtical opportunism. There is. however, little doubt that he has 


115 


consistently been trying to undermine the Royal authority and prestige. So tong as the clement* 
surrounding the Palace were composed of those whom his National Movement had eliminated, 
or was threatening to eliminate, from public life, or of those who held it to be in Persia"s 
interests to ride with the West, Musaddiq probably did not consider it wise to break openly 
with the Court. Hut when National Movement politicians such as Kashanf and Makki, who 
are strongly xenophobc. and who had hitherto supported*him, also began to turn towards the 
Court, it became a different matter, :md he began to fear that al a suitable moment the Shah 
would turn against him In. the difficult position of having to reject our latest proposals of 
February 20 for an oil settlement. Musaddiq probably thought it safer first to demolish the 
Court, thus abolishing what he thought to be the centre of opposition to him, before breaking 
off oil negotiations, 

3. His plan cannot so fat be said to have fully succeeded. Having tried* and failed, to 
obtain a quick vote of confidence at the beginning of March, he headed off further opposition 
in the Majlis by ensuring that the absence of his supporters prevented a quorum. A conciliation 
body, known as the “ Committee of Eight ”, was then set up, consisting of both Government 
and Opposition deputies. At a closed session of the Majlis on March 12 the Committee of 
F-ighi presented a report on its efforts |o settle differences between the Court and the Govern¬ 
ment. This report stated that, since it was the Government rather than the Shah which had 
responsibility loathe running of the country’s affairs, " it is evident that responsibility for the 
administration ol the civil and military affairs of the country is not within the dignity of the 
Sovereign When the Government sought to have [he report considered in un open session 
the Opposition, using Musaddiq's own weapon, left the Majlis* thus bringing the sitting to a 
clow through lack of a quorum. The Opposition, though not truly united, have continued to 
refuse to let the report be debated in the Majlis, while Musaddiq is apparently still determined 
lo bring it to a vole as n test of his strength. On April 6. broadcasting to the nation on his 
relations wfih the Shah, he called for approval of the report, and attacked the Court and the 
Opposition. The Minister of Court defended the Shah in q press statement on April 7, The 
Opposition have riposted by carrying on a “ war of nerves", including the circulation of 
rumours about Musaddiq’s death or resignation, attempts to raise embarrassing questions in 
the Majlis about his full powers, and ihe extension of martial law in Tehran, and even on one 
occasion open, criticism in the Majlis of the Government's handling of the oil dispute, 

4. Musaddiq in turn succeeded in forcing the Shah's Minister of Court, Hussain Ala* to 
resign on April 23, thus removing an opponent who has striven hard lo stiffen ihe Shah's 
resistance to the Prime Ministers attacks on the position of the monarchy, 

5. A further stage in the struggle was reached with the muider at the end ol April of 
the pro-Musaddiq Chief of Police, General Afsharlus. Musaddiq cart be expctled to use this 
as a pretext further to attack his opponents ; in particular he has ordered (lie arrest or General 
Zahedi, who was openly spoken of as his successor, and who indeed has, in recent weeks, been 
the rallying point for various Opposition element*. General Zahedi has taken refuge in the 
Majlis, an action which may weh bring about a crucial lest of strength between the Opposition 
and the Government, 

6. On April 6, the administration of tribal affairs was by decree transferred to the 
Ministry of the Interior from the army, Nothing appears to have been done so fur to implement 
the decree, which would appear to be pari of Musaddiq's campaign to draw away support from 
the Shah and to conocnlNilc as much power in Iris own hands as possible. 

Oil 

7. On March 20. after several false starts, Musaddiq eventually announced Iris refusal to 
accept the proposals for an oil settlement handed to him by the Untied States Ambassador at 
Tehran on February 20, He refused again Lo allow the term*, of reference, on Ihc basis of 
which the International Court of Justice would assess compensation* u> be framed so that the 
court would be free in take into account the loss of the company's 1933 agreement. There is 
no doubt that Musaddiq was apprehensive of the effect which :i rejection of the proposal*, 
might have cm his political position* and be has since March 20 tried, by summoning the United 
States Ambassador to discuss various small matters, to give the appearance that the oil dispute 
ha* not reached stalemate. For the same reason he has tried to discount the Anglo-Uni ted 
State* communique from Washington of March 7 which described ihc proposals of February 20 
o* " reasonable and fttir *\ 

H, The decision of n Venice court on March 13 not to grant the Anglo*! runim Oil 
Company's application for judicial sequestration of a cargo of Persian oil unloaded there on 
February 14 front the Italian tanker Mftielkt was joyfully received in Government circles in 
Tehran, who have used it lo I he full (0 strengthen their political position. The main case on 
the ownership of The oil comes before a Rome court or May J9, The Wirieita arrived in 
Venice with it second cargo on April It), and another Italian (anker, the Aiha t discharged 
10,000 tons of Persian crude oil at Leghorn on April 8. 

9, A Japanese l anker, the Misha Want wiled from A had ft n for Japan with a cargo of 
petrol and gas oil on April 13. The Anglo-Iranian Oil Company intend to take legal action 
when the ve$se! arrives at a Japanese port. Her Majesty's Government are in dose touch 
with both the Italian and the Japanese Governments about these deals. 
























!0. It was announced oil April 27 that for a pciiod of six months oil would be sold to 
Japan and she United States against United States dollars at a discount of 50 per cent. It had 
already been announced on April 12 that the Supor Company would be given a discount ol 
50 per cent, on oil carried in the next six months as a mark of the Government s gratitude 
for (he company's success m shipping oil in (her M/rtaMrr. 

Foreign Affairs 

M. The Soviet-Persian Commission set up to liquidate the Caspian fisheries dives not 
appear to have made progress. It is reported that the Soviet members have received instriK uons 
to make proposals for the purchase ol fish and fish products, Press speculation on the likeli¬ 
hood of a Soviel-Persian rapprochement as a result of a satisfactory settlement of the Caspian 
fisheries question and as a counter to “ American support ei Great llriiain , evoked u statement 
by the Minister for Foreign Affairs at a press conference on April 7 that there WIS no change rn 
The Governments foreign policy, which was " based on reciprocal friendly relations with all 
countries and on the preservation of Persia's rights ", 

.12. A Persian protest to the Iraqi Government on March 9 about the alleged existence 
of a British espionage centre at Bagdad called forth a statement by an Iraqi official at a press 
conference on March IS that such reports were totally unfounded. 

IX On April 15 a mob stormed a nd sacked tht Shira* office of the U nited States. Tethn sea I 
Co-operation Administration. No United Stale* live* were lost although United States citizens 
had Lin uneasy thirty-six hours, several of which were spent in the Garden of Heaven, a Glia 
on (he outskirts of the town where they hud beer, forced to lake refuge. A strong protest by 
the United States Ambassador produced abject apologia from the Prime Minister, who 
claimed lhal the mob had been incited by ” British agents 

Economic 

t4, The Government have continued to meet their monthly wage bills, mainly by drawing 
on the Issue Department of the Bank VI ell i and on loans from oihcr Government hinds. 
Prices arc beginning to retied the inflationary effect of the extra note issue. hut ^compc ecth 
P ersian officials are of the opinion that the posit ion wit] not get out of control for nine or 
twelve months. 

15, A Japanese trade delegation of officials and business men on a tour of the Middle 
Fast V i*iied 1 e h ra n at the hegi nniin g of Nf arch. T he delega t ion's spokesman said their purpose 
was to by the foundations for future commercial relations ns pari ol the forthcoming resumption 
of diplomatic rotations between Japan and Persia. 
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MONTHLY SUMMARY 
Period May 1953 

(Confidential) Enter* Department 

June fo, 1953, 

internal Affairs 

The struggle for power between Musaddiq and hi^ opponents I paragraph l cl the Monthly 
Summary on Persia for Mareh-April 1953, BP 1017 3) continues. It flared up at a Majlis 
mcciing on May JO. Government supporters, trying to force through the report of the 
H Committee of Fight ", which would strengthen Musaddiq s and diminish the ShahS, control 
of the armed forces, ran into j barrage of interruptions from the Opposition, who succeeded 
in bringing the meeting to a disorderly close. A week later, however, the Government, 
perhaps becoming sensitive to Opposition charges that (hey were not allowing the Majlis to 
operate in a democratic manner, allowed prominent Opposition Deputies to make speeches 
strongly attacking Musaddiq, 

2. Outside the Majlis, Musaddiq has fared better. On May 9 he forced the Shah lo 
transfer the Royal estates to the Government, :i project which has tong been dear to him. as a 
large landowner, as ,i way ol holding up (he Shah s plans lor (he distribution ol Cretwn lands 
to The peasants He was assisted in this by Amini. the newly appointed Acting Minister ol 
Court, who is of less support to the Shah than his predecessor, and who is mainly concerned to 
advance the interests of the powerful Antini family, With this victory over the Sliah, Musaddiq 
cat s be said to have won his buttle with the Court. He has stopped rill Contact between the 
Shah and (he army, he lias virtually exiled the membeis of the Royal family, he has go! rid 
of the former Minister of Court. Husain Ain. and has. at least temporarily, rusticated the Shah 
lo the Caspian whence he returns to the capita! from time to lime only to carry out formal 
duties. 
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3. The publication of n decision of the Civil {. 'quits to acquit twenty-three Tudeh leaders 
who had ivxn condemned by a military court four years ago caused a sensation in political 
circles. The Opposition seized on this as proof of an understanding between Government and 
the Tndeli Party, and several pro-Goverrmcni newspapers have not hesitated io join in these 
at lacks, in (he face of this, the public prosecutor on May IS made a statement disclaiming 
any foreknowledge by the Government of this decision by the civil courts, and adding that the 
Government continued to regard the Tudeh Party as illegal, This was followed by ane(her 
statement by Fatemi, the Minister for Foreign Affairs, assuring the public that the decree issued 
five years ago, making (he Tudeh Party illegal, still holds good. The Government found it 
necessary to inspire a third and similar statement b) the Minister of Justice on May 23 in order 
to allay wide public anxiety. 

Oit 

4. In an interview- with die United States Ambassador on May 31, prior to his departure 
for Washington on a month's, leave. Musaddiq said he was ng longer interested in a settlement 
of the oil dispute, and made it dear that in his view no settlement acceptable to the Persian 
people was possible at the present lime, in view of the British attitude on compensation. 

5. On May 27 a Tokyo court rejected an application by the A.I.O.C, for the judicial 
sequestration of the oil unloaded from the Japanese tanker Vissho .T him. The A.I.O.C. are 
appealing against (his decision. The Japanese Government have undertaken neither io grant 
allocations for foreign exchange for Persian oil from May I, nor to permit barter deals involving 
Persian oil. The Nissho \taru is however, now making a second voyage With oil purchased 
from n dollar allocation made prior to (his undertaking. 

Foreign Affairs 

6.. Mr, Dulles did not visit Persia on his recent tour of the Middle Easl, but was joined 
in Karachi by Mr. Henderson, the l inited Spites Ambassador at Tehran, The latter, on his 
return, issued a statement on Mr. Dulles' behalf, expressing regret that he was noi able to 
visit Persia, sympathy for the struggles of the Persian people to maintain their independence 
and realise their national aspirations, and anxiety (hat Persia would be able to solve her 
problems "on :i basis compatible with principles which normally govern relations among 
(hose nations forming part of an interdependent world community The Government have 
interpreted this statement as a sign of United States support, and the Opposition have made 
full play of the fact that Mr. Dulles did not visii Persia, 

7. During his interview with the United States Ambassador, on May 3J (see paragraph 4), 
Musaddiq demanded to know whether, in the absence of an oil settlement, the United Slates 
would be willing to give Persia financial and economic assistance. Mr. Henderson replied 
that (hi* would be extremely difficult in the absence of any sign of willingness on the part of 
the Persian Government to pay a substantial amount of compensation for oil nationalisation 

MJscefkmesv.s 

h, The Swiss Legation at Tehran, alter months of efforts on our behalf, succeeded in 
arranging for the release from prison and expulsion from Persia of a British subject. Mr, 
Navarra, who was imprisoned lust December on vague chaigcs of espionage. 

9, A further example of the present Persian Government's elimination of British in fine nee 
was the eventual expulsion on May 26. after months of pressure, of [he Anglican Bishop in 
Persia, Bishop W, Thompson* who had spent many yean in the country. 
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huernai Affairs 

Mnsaddiq has emerged front (Ins month s political rough and tumble with at least a 
temporaly increase of his power and prestige. Although on June 7 the Opposition once 
again disrupted the Majlis deliberations on the Bill for curbing the Shah's powers (the report 
of the *' Committee of Eight Musaddiq had the last word when on June 19 he staged a 
large public demonstration which strengthened his hand. On July I Musaddkj succeeded in 
having Mua/zami. who can at the moment be counted as one of his supporters, elected as 
Speaker of the Majlis in place of Kashani. who has come out in increasingly open opposition 
to the Prime Minister, This not mronxiderabk victory has for the present made it unnecessary 
for the Government lo attack >^r by-pass the Majltv and it will assist [hem tn heading off' 
embarrassing parliamentary moves by (he Opposition. 
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2. There have been n <j new developments in the oil dispute in the period under review 
Foreign 'iffairj 

J. \ he unexpected return to Tehran m June TO of the Soviet Ambassador, ML Sadchikcv, 
and his interview with Musaddiq next day. caused widespread speculation. There is no 
confirmation of repeated suggestions m the Persian press that as part of a detente in Soviet- 
Persian relations, M. Sadchikcv offered economic aid, revision of the Soviet-Persian Treaty 
of 1921, the mum of Soviet-held Persian gold and the settlement of minor frontier disputes. 
It seems likely, however, that the last was discussed. 

Economic Affairs 

4. On June 28. the Persian Government issued a decree fixing the export exchange rate 
at 100 rials to the United States dollar. It was also announced that a strict import licensing 
system will be introduced, for essential goods from August 23, and non-essential goods from 
October 23. Hus move is a result of die continued and increasing rise in rates of foreign 
exchange. 

5. On June IQ, before M. Sadchikov’s return, an agreement was signed in Tehran 
between the Soviet and Persian Governments for the mutual supply of goods over the current 
twelve month period. According to press reports, the agreement envisages a considerable 
increase in trade between the twocountrii s in comparison with the preceding year, and includes 
goods ** traditional '* in Soviet-Persian trade. 

6. It was announced on June 14 that a Clearing Agreement totalling $500,000equivalent 
between Persia and Israel had been signed in Tehran, 

7. A new fra neo-Persian Trade Agreement was signed in Tehran on June lb to replace 
the old agreement of April 1952. 


























































